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Unitep States v. Basic Propvucts Co. 
(260 Fed. Rep. 472) 


District Court of the United States, Western District of Penn- 


sylvania 
September 9, 1919 


Feperat Trape Commission—Powenrs. 

The Federal Trade Commission had no authority to investigate 
the cost of producing a patented product and the amount of compen- 
sation which should be paid by the United States, in order that the 
Navy might acquire the same, it not being shown what the manu- 
facturers of the product had engaged in unfair methods of competi- 
tion in interstate commerce. 

Petition by the United States for a writ of mandamus. On 


demurrer to answer. Demurrer overruled and petition denied. 


R. L. Crawford, U. S. Dist. Atty., of Pittsburgh, Pa. 
Reed, Smith, Shaw & Beal, of Pittsburgh, Pa., for defendant. 


Orr, District Judge: To a petition filed by the Attorney Gen- 
eral of the United States, at the request of the Federal Trade 
Commission, for a writ of mandamus upon the Basic Products Com- 
pany, the latter has made answer at considerable length. To that 
answer, the plaintiff has demurred. It is upon the demurrer that 
this case is now before the court. 

While all the material averments of the answer, which are well 
pleaded, must be taken as true, yet the important questions in the 
case cannot be clearly outlined without reference to the petition as 
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well, and without a statement of the particular grounds upon which 
the demurrer is based. The court, therefore, sets forth the sub- 
stance of the pleadings, with quotations from the same, and with 
the use of italics where deemed proper for special emphasis. 

With respect to the petition, it is to be noticed: 

That there is no averment of any facts which show that the 
defendant is engaged in interstate commerce. The recital in the 
resolution of the Federal Trade Commission, which is hereinafter 
set forth, is not such averment. 

The petition sets forth that on the 8th day of March, 1917, the 
Federal Trade Commission passed a resolution, and on the 11th of 
March following, caused notice thereof, and its demand in pursuance 
thereof, to be served on the defendant, which notice and demand are 
both set forth at length in the petition. They are embodied in one 
paper duly executed by the Federal Trade Commission. The part 
of said paper which contains the notice recites the date of the pas- 
sage of the resolution as aforesaid, that it was passed at a regular 
session of said commission, and contains the resolution itself, which 
is as follows: 


“Resolved, that pursuant to the provisions of subdivision (a) of sec- 
tion 6 of the act of Congress entitled ‘An act to create a Federal Trade 
Commission, to define its powers and duties and for other purposes,’ ap- 
proved September 26, 1914, the commission proceed forthwith to gather 
and compile information concerning, and investigate the organization, 
business, conduct, practices, and management of the Basic Products Com- 
pany, a corporation engaged in interstate commerce, and the relation of 
said Basic Products to other corporations, individuals, associations and 
partnerships; and be it further 

“Resolved, that pursuant to the provisions of section 9 of said act 
of September 26, 1914, L. W. Plowman and H. L. Maxey are hereby des- 
ignated as duly authorized agents of the Federal Trade Commission to 
examine and copy any and all documentary evidence of whatsoever char- 
acter concerning the organization, business, conduct, practices, and man- 
agement of said Basic Products Company, and its relation to other cor- 
porations, individuals, associations and partnerships; and be it further 

“Resolved, that a copy of this resolution be served on the said Basic 
Products Company, with a demand on behalf of the Federal Trade Com- 
mission that the said L. W. Plowman and H. L. Maxey, its agents, be 
permitted access to the books, papers, records, memoranda and data of 
the said Basic Products Company for the purpose of carrying out the 
direction of this resolution.” 


The part of that paper containing the demand is as follows: 
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“Pursuant to the terms of said resolution, the Federal Trade Com- 
mission hereby formally demands of you an opportunity to examine any 
documentary evidence in your possession which relates to the organization, 
business, conduct, practices, and management of said Basic Products Com- 
pany, a corporation, and its relation to other corporations and to indi- 
viduals, associations, and partnerships, in order that copies may be made 
of any portions of said documentary evidence, as appears to be relevant 
to the subject-matter of said investigation. 

“The said Federal Trade Commission, by its duly authorized agents, 
viz., L. W. Plowman and H. L. Maxey, presents itself for the purpose of 
examination and making copies, if deemed advisable, of any documentary 
evidence within your possession or control and which relates to the above- 
entitled investigation now being conducted by it. In particular, the Federal 
Trade Commission demands that it be permitted to examine and take 
copies, if deemed advisable, of all documentary evidence which relates to 
the production costs, annual production, and capital investment in the 
manufacturing of a commodity known as ‘Syndolag’” 


The petition further avers that, upon the service of said notice 

and demand, certain examiners, duly authorized by the commission, 
presented themselves, within the usual business hours, at the office 
of the defendant in Pittsburgh— 
“for the purpose of examination and making copies, if deemed advisable, 
of any documentary evidence within the possession and control of said 
defendant, which related to the investigation then being conducted by said 
commission, as aforesaid, and particularly of such documentary evidence 
which related to the production costs, annual production, and capital in- 
vestment in the manufacturing by defendant of a commodity known as 
‘Syndolag’; but said defendant wholly failed and refused and still fails 
and refuses to permit said representatives of the commission to examine 
said documentary evidence and make copies of same.” 

The petition concludes with a prayer for a writ of mandamus. 

The answer to said petition avers: 

(1) That the defendant is the manufacturer of a patented 
article known as ““Syndolag,”’ which has been developed by the de- 
fendant after great expenditure of time and money, and which, 
among its other uses, is widely sold by defendant for repairing the 
bottoms of open hearth steel furnaces, a purpose for which hereto- 
fore only imported Austrian magnesite could be used. Not only 
is the article patented, but in the production thereof the defendant 
has developed certain refinements of method which are and have 
been kept secret by defendant and which constitute trade secrets 
of great value, as are also the cost accounts relating to the produc- 
tion of such article. 
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(2) On or about September 4, 1918, the Navy Department 
of the United States ordered from defendant 250 tons of syndolag, 
for which defendant quoted a price of $35 per ton, which was then 
the usual and ordinary price, but the Navy Department refused 
to agree to such price, and required such material to be billed at the 
tentative price of $30 per ton. Pursuant to such order the de- 
fendant shipped to the said department 64.9 tons of said material. 
Subsequently thereto, after the armistice with Germany was signed, 
the balance of said order was canceled by the Navy Department and 
the defendant waived any claim against the United States by rea- 
son of such cancellation. 

(3) During November and December, 1918, and January and 
February, 1919, repeated demands were made by the Navy De- 
partment for affidavits from defendant showing defendant’s costs 
of production of said article for the pretended reason of enabling 
the Navy to decide upon the price which it would be willing to pay 
defendant for its product. Defendant then offered, and in the 
answer in this proceeding renews said offer, to accept any price 
for said material which the Navy Department may see fit to pay. 
While such demands were being made by the said department, the 
latter, nevertheless, on December 14, 1918, and January 19, 1919, 
paid defendant at the rate of $30 per ton for all syndolag delivered 
as aforesaid. The defendant, prior to the filing of the answer in 
the present proceeding, offered, and in the said answer renews such 
offer, to return to said department, or to the Treasurer of the United 
States as directed, any part of such price which is in excess of the 
price which the Navy Department, in its discretion, sees fit to pay 
for such product, or, should the Navy Department be unwilling or 
unable to fix such price, to refund to the Navy Department or to 
the Treasurer of the United States as directed, the whole amount 
received by defendant for such product. 

(4) That the foregoing offers have been continuously made 
by defendant, yet under the pretense of fixing a price therefor, the 
aforesaid demands for affidavits have been made by the Navy De- 
partment without reason or just cause. When the defendant finally 
refused to furnish such affidavits, the Navy Department’s said de- 
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mands were then taken up by the Federal Trade Commission, at the 
request and for the purpose of the Navy Department, in an effort 
to secure for the Navy Department such information through an 
assertion of the powers of the Federal Trade Commission. Such 
Trade Commission did, on March 1, 1919, send examiners to de- 
fendant’s plant with the following communication: 


“Federal Trade Commission. 
“Washington, March Ist, 1919. 

“Basic Products Company, Kenova, W. Va.—Gentlemen: This will 
serve to introduce Messrs. L. W. Plowman and H. L. Maxey, examiners 
of the Federal Trade Commission. 

“At the request of the Navy Department, the Federal Trade Commis- 
sion has undertaken to ascertain the cost of producing the product known 
as ‘Syndolag.’ The commission also desires to ascertain the investment 
involved in the production of this product. It will, therefore, be necessary 
for its examiners to have full access to your books and records, including 
not only your cost sheets, but your profit and loss statement and balance 
sheet. The period to be covered is the year 1918. 

“The commission requests your prompt cooperation with its examiners. 


“Very truly yours, Federal Trade Commission, 
“(Signed) Francis Walker, Chief Economist. 
“L. H. H.” 


(5) No complaint has at any time been filed or entered against 
defendant by the government, or by any citizen, in regard to the 
organization, business, trade practices, or conduct of the defendant 
in any respect, nor has the defendant been guilty of unfair compe- 
tition, nor has it been charged therewith. 

(6) The defendant has refused, and, unless required by court, 
will continue to refuse to surrender its trade secrets as aforesaid 
to any such examiners, or to any other representatives of said Trade 
Commission, or said Navy Department. 

(7) The defendant charges that the demand of said Trade 
Commission is unlawful, unconstitutional, and void for the following 
reasons: 

(a) It is in direct violation of the provisions of the act cre- 
ating said Trade Commission (Act Sept. 26, 1914, c. 311, 88 Stat. 
721 [Comp. St. 8836f]), section 6 whereof forbids the publication 
of trade secrets, whereas the demand upon defendant by said Trade 
Commission affirmatively shows that the purpose of said “investiga- 
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tion” is the ascertainment of trade secrets and the disclosure of 
information thereof to the Navy Department. 

(b) That in the absence of charges or complaints against 
defendant, said Trade Commission is without power or authority 
to make the “investigation” demanded. 

(c) That the access to defendant’s properties and records, 
demanded by said Trade Commission and by the petition of the 
Attorney General, would constitute an unreasonable search and 
seizure from which defendant is entitled to protection by the Fourth 
Amendment of the Constitution of the United States. 

(d) That the access to defendant’s properties and records, 
demanded by said petition, would constitute a taking of the property 
of the defendant without due process of law in violation of the 
Fifth Amendment of the Constitution of the United States. 

The reasons in support of the demurrer filed by the plaintiff 
are: 

(1) A general demurrer that the answer is insufficient and irre- 
sponsive. 

(2) That the defendant company has no standing to question 
the right of the plaintiff to a mandamus on the ground that no in- 
dividual complaint or information has been made against it. That 
the right of the plaintiff is the right of original investigation con- 
ferred upon the Federal Trade Commission by Congress. 

(3) That any reason which the defendant might have to with- 
hold its books, ete., from inspection, should have been presented to 
the Trade Commission and not to the court. 

(4) There is no attempt in this proceeding to take the prop- 
erties or records of the defendant without due process of law, be- 
cause the plaintiff in filing this proceeding is acting according to 
due process of law, and not in violation of any constitutional pro- 


vision or any law thereunder. 

In view of the Federal Trade Commission’s letter of March 1, 
1919, its resolution of the 8th day of the same month, and its notice 
and demand under date of the 11th of the same month, it plainly 
appears that said commission has undertaken to ascertain the cost 
of producing a product which is the subject of a patent, and to 
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ascertain also the annual production thereof and the capital invested 
in the manufacture thereof. Why it has undertaken to do that is 
explained by the averments in the answer which must be taken as 
true. The purpose of such investigation is that the commission can 
give information as to the results of its investigation to the Navy 
Department. It would seem that it was intended by the commission 
to ascertain what is the just compensation which the Navy Depart- 
ment should pay for acquiring a right to such patented article, as 
is to be inferred from the following quotation from the brief of 
counsel on behalf of the plaintiff: 


“It is inconceivable that the ascertainment of the cost of the produc- 
tion of a commodity produced by defendant under a process patent which 
gives it a legal monopoly in the production of that product, could work 
any hardship upon the defendant; it has an exclusive property in the 
patented invention which cannot be appropriated or used by the gov- 
ernment itself without just compensation (30 Cyc. 818), and certainly 
an orderly proceeding to ascertain what is just compensation in a given 
ease could not violate the due process of the Constitution or any other 
provision.” 


Under the constitutional power vested in Congress “to pro- 
mote the progress of science and useful arts,” letters patent of the 
United States secure to inventors the exclusive right to their dis- 
coveries. There is no reservation of right in the United States as 
against the inventor. The United States cannot appropriate or use 
the invention without just compensation, in any different way than 
it can appropriate or. use any other article owned by a private citi- 
zen. James v. Campbell, 104 U. S. 356, 26 L. Ed. 786. 

The act of Congress under which the Federal Trade Commis- 
sion has proposed to investigate the cost of producing a patented 
product and perhaps the amount of compensation which should be 
paid by the United States, in order that the Navy might acquire 
the same, does not in terms justify such proceeding. The act is 
aimed at unfair methods of competition in commerce. This is clearly 
seen by the first paragraph of section 5 (Comp. St. § 8836e), which 
consists of this language: 


“That unfair methods of competition in commerce are hereby declared 
unlawful.” 
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That provision is qualified by the meaning given in the act 
to the word “commerce.”’ In section 4 it is provided that the word 


“commerce, when found in the act, means: 


“Commerce among the several states or with foreign nations or in 
any territory of the United States, or in the District of Columbia, or 
between any such territory and another, or between any such territory 
and any state or foreign nation, or between the District of Columbia and 
any state or territory or foreign nation.” 


By applying that definition, then, to said first paragraph of 
section 5, we ascertain that it was the intent of Congress, by the 
passage of the act, to exercise some of the powers vested in it by the 
Constitution to regulate interstate and foreign commerce. 

The second paragraph of section 5 contains the expression of 
a general power conferred upon, and a general duty imposed upon, 


the said commission in these words: 


“The commission is hereby empowered and directed to prevent persons, 
partnerships, or corporations, except banks, and common carriers subject 
to the acts to regulate commerce, from using unfair methods of competi- 
tion in commerce.” 


Following that broad provision there are set forth many powers 
and duties. The remaining paragraphs of section 5 relate to com- 
plaints against persons, partnerships, or corporations; the methods 
of proceeding upon such complaints; the findings of fact by the 
commission, which “if supported by testimony shall be conclusive,” 
and methods of enforcement of the orders of said commission through 
the aid of the courts. 

As appears from the resolution of the commission hereinabove 
set forth, the provisions of section 5 are not relied upon as justifi- 
cation for the commission’s action in the present case. The com- 
mission relies upon subdivision (a) of section 6 of the act. Sec- 
tion 6 contains a further statement of particular powers vested in 
the commission, and appears to authorize proceedings in which no 
complaints against any person, partnership, or corporation are re- 
quired to be served. The opening of that section, including sub- 


division (a), is as follows: 


“That the commission shall also have power— 
“(a) To gather and compile information concerning, and to investi- 
gate from time to time the organization, business, conduct, practices, and 
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management of any corporation engaged in commerce, excepting banks 
and common carriers subject to the act to regulate commerce, and its 
relation to other corporations and to individuals, associations and _part- 


nerships.” 
The substance only of the remaining subdivisions of section 6 
need be stated: 


(b) The commission may require detailed reports from such cor- 
porations under oath. 


(c) May investigate whether a final decree, intended to restrain any 
violation of the anti-trust acts, is being carried out, and upon the appli- 
cation of the Attorney General are required to do so. 

(d) Upon direction of the President, or either house of Congress, the 
commission shall investigate alleged violations of the anti-trust acts by 
any corporation. 


(e) Upon the application of the Attorney General, the commission 
shall investigate and make recommendations for the readjustment of the 
business of any corporation alleged to be violating the anti-trust acts. 

(f) ‘The commission may make public information obtained, “except 
trades secrets and names of customers,” and may submit recommendations 
to Congress for additional legislation. 


(g) May from time to time classify corporations and make rules and 
regulations for the purpose of carrying out the provisions of the act. 

(h) The commission may investigate trade conditions in and with 
foreign countries. 

The remaining sections of the act have little to do with the 
matter now before the court, yet their provisions may tend to assist 
the court in reaching the proper conclusion. 

Section 7 (section 8836g) authorizes the court, in any suit in 
equity brought by the Attorney General, as provided in the anti- 
trust acts, after the conclusion of the testimony therein, if the court 
be of opinion that the plaintiff is entitled to relief, to refer said suit 
to the commission as a master in chancery, to formulate a decree. 
Section 8 (section 8836h) provides that, when directed by the Presi- 
dent, the several departments and bureaus of the government shall 
furnish, upon its request, papers and information, in their posses- 
sion relating to any corporation subject to the provisions of the act. 
Section 9 (section 8836i) gives the commission power to secure 
testimony, issue subpeenas, and compel the attendance of witnesses, 
and the production of documentary evidence from any place in the 
United States, at any designated place of hearing (which by section 
3 [section 8836c] may be “in any part of the United States’). 
Such section also authorizes the District Court to enforce obedience 
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to subpenas issued by the commission, and gives the District Courts 
of the United States jurisdiction to issue writs of mandamus upon 
the application of the Attorney General, commanding any person 
or corporation to comply with the provisions of this act. Section 
10 (section 8836} ) provides the penalties for failure to comply with 
the provisions of the act or with the orders of the commission. The 
punishment of any person disobeying a subpeena is by fine of not 
less than $1,000, nor more than $5,000, or by imprisonment for not 
more than one year, or by both. The punishment of any person 
who shall willfully make, or cause to be made, any false entry or 
statement of fact in any report required, or in any account, record, 
or memorandum kept by any corporation subject to this act, or 
who shall willfully neglect or fail to make, or cause to be made, full, 
true, and correct entries in such accounts, records, or memoranda of 
all facts and transactions appurtenant to the business of such cor- 
poration, or who shall wilfully remove out of the jurisdiction of 
the United States, or willfully mutilate, alter, or by any other 
means falsify any documentary evidence of such corporation, or 
who shall willfully refuse to submit to the commission or to any of 
its authorized agents, for the purpose of inspection and taking 
copies, any documentary evidence of such corporation within its 
possession or within its control, shall be subject, upon conviction, 
to a fine of not less than $1,000, nor more than $5,000, or to im- 
prisonment for the term of not more than three years, or to both 
such fine and imprisonment. If any corporation required by the 
act to file any report shall fail to do so within the time fixed by 
the commission, and such failure shall continue for 30 days after 
notice of such default, such corporation shall forfeit to the United 
States the sum of $100 for each and every day of the continuance of 
such failure. There follows, then, a provision in said section for the 
punishment of any officer or employee of the commission who shall 
make public any information obtained by the commission without 
its authority, unless directed by the court. 

From the foregoing review of the act it is plain that Congress 
intended to give the commission a power. unprecedented in its scope. 
In the argument on behalf of the plaintiff, it was insisted that under 
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the act, the commission was given the right to investigate any ques- 
tion having to do with any business of any corporation, except banks 
and common carriers subject to the control of the Interstate Com- 
merce Commission, to conduct a hearing at any point in the United 
States, and compel there the attendance of any witnesses and the 
production of any records from any other point in the United States. 
There was no suggestion of the limitations to be found in the acts 
themselves, other than the limitation just mentioned. In other words, 
it was probably assumed that every corporation, with respect to 
which the commission intended to conduct an investigation, was en- 
gaged in interstate commerce within the meaning of the act. In the 
argument, as well as in the petition, there was lacking the assertion 


of facts which would bring the defendant within the terms of the 


act of Congress. Nowhere has it been made to appear that the de- 


fendant is engaged in interstate commerce in any other way than 
any other corporation or any citizen may be so engaged, by making 


one or more shipments of manufactured goods from one state into 
another. 


The following quotation from the opinion of Judge Jackson, 
in In re Greene (C. C.) 52 Fed. 104-113, contains not only a defini- 
tion, but an elaboration thereof, which suggests not only the limita- 
tions upon the power of Congress, but also possibilities of the ex- 
istence of activities by entities, corporate or otherwise, which might 
be brought within the jurisdiction conferred by the act upon the 
Federal Trade Commission: 


“Commerce among the states, within the exclusive regulating power of 
Congress, ‘consists of intercourse and traffic between their citizens, and 
includes the transportation of persons and property, as well as the pur- 
chase, sale and exchange of commodities.’ County of Mobile v. Kimball, 
102 U. S. 691-702 [26 L. Ed. 238]; Gloucester Ferry Co. v Pennsylvania, 
114 U. S. 203, 5 Sup. Ct. 826 [29 L. Ed. 158]. In the application of this 
comprehensive definition, it is settled by the decisions of the Supreme 
Court: That such commerce includes, not only the actual transportation 
of commodities and persons between the states, but also the instrumentali- 
ties and processes of such transportation. That it includes all the nego- 
tiations and contracts which have for their object, or involve as an element 
thereof, such transmission or passage from one state to another. That 
such commerce begins, and the regulating power of Congress attaches, 
when the commodity or thing traded in commences its transportation from 
the state of its production or situs to some other state or foreign country, 
and terminates when the transportation is completed, and the property 
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has become a part of the general mass of the property in the state of its 
destination. When the commerce begins is determined, not by the char- 
acter of the commodity, nor by the intention of the owner to transfer it 
to another state for sale, nor by his preparation of it for transportation, 
but by its actual delivery to a common carrier for transportation, or the 
actual commencement of its transfer to another state. At that time the 
power and regulating authority of the states ceases, and that of Congress 
attaches and continues, until it has reached another state, and becomes 
mingled with the general mass of property in the latter state. That neither 
the production nor manufacture of articles or commodities which constitute 
subjects of commerce, and which are intended for trade and traffic with 
citizens of other states, nor the preparation for their transportation from 
the state where produced or manufactured, prior to the commencement 
of the actual transfer, or transmission thereof to another state, constitutes 
that interstate commerce which comes within the regulating power of Con- 
gress and, further, that after the termination of the transportation of 
commodities or articles of traffic from one state to another, and the ming- 
ling or merging thereof in the general mass of property in the state of 
destination, the sale, distribution and consumption thereof in the latter 
state forms no part of interstate commerce. Pensacola Tel. Co. v. Western 
Union Tel. Co., 96 U. S. 1 [24 L. Ed. 708]; Brown v. Houston, 114 U. S. 
622, 5 Sup. Ct. 1091 [29 L. Ed. 257]; Coe v. Errol, 116 U. S. 517-520, 6 
Sup. Ct. 475 [29 L. Ed. 715]; Robbins v. Taxing Dist., 120 U. S. 497, 7 
Sup. Ct. 592 [30 L. Ed. 694]; and Kidd v. Pearson, 128 U. S. 1, 9 Sup. 
Ct. 6 [382 L. Ed. 346]. In the latter case the Supreme Court pointed out 
the distinction between commerce and the subjects thereof, and held that 
the manufacture of distilled spirits, even though they were intended for 
export to other states, was not commerce, falling within the regulating 
powers of Congress.” 


Imagination, if not experience, can suggest that persons, part- 
nerships, and corporations may be engaged in interstate commerce 
by the transportation of merchandise solely by water; that their 
activities may give them their income from lighterage; or they may 
be engaged in the sole business of forwarding goods, with no interest 
in the vessels or wagons on which they are transported. The fore- 
going are merely illustrations of activities which may perhaps be 
within the scope of the powers granted to the commission by the 
act as found in the fifth section thereof. 

Imagination, however, cannot suggest such an extension of con- 
stitutional limitation as may justify the investigation undertaken 
by the commission in this case. Indeed, so far as the matter has 
been brought to the attention of the court, no such assertion of power 
has ever been made to the courts. Investigation under subdivision 
(a), section 6, is limited to corporations engaged in interstate com- 


merce. The defendant is engaged in manufacture. 
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A comprehensive consideration of the lack of constitutional 
authority over industry is found in the language of Mr. Justice 
Lamar, who delivered the opinion of the court in Kidd v. Pearson, 


198: U.S.) 2 21.9 Sup. Ct. 6, 10 (32 L. Ed. 346), as follows: 


“No distinction is more popular to the common mind, or more clearly 
expressed in economic and political literature, than that between manu- 
factures and commerce. Manufacture is transportation—the fashioning 
of raw materials into a change of form for use. The functions of com- 
merce are different. The buying and selling and the transportation inci- 
dental thereto constitute commerce; and the regulation of commerce in 
the constitutional sense embraces the regulation at least of such transpor- 
tation. * * * If it be held that the term includes the regulation of all 
such manufactures as are intended to be the subject of commercial trans- 
actions in the future, it is impossible to deny that it would also include all 
productive industries that contemplate the same thing. The result would 
be that Congress would be invested, to the exclusion of the states, with 
the power to regulate, not only manufactures, but also agriculture, horticul- 
ture, stock raising, domestic fisheries, mining—in short, every branch of 
human industry. For is there one of them that does not contemplate, 
more or less clearly, an interstate or foreign market? Does not the wheat 
grower of the Northwest, and the cotton planter of the South, plant, 
cultivate, and harvest his crop with an eye on the prices at Liverpool, 
New York and Chicago? The power being vested in Congress and de- 
nied to the states, it would follow as an inevitable result that the duty 
would devolve on Congress to regulate all of these delicate, multiform and 
vital interests—interests which in their nature are and must be local in 
all the details of their successful management. It is not necessary to 
enlarge on, but only to suggest, the impracticability of such a scheme, 
when we regard the multitudinous affairs involved, and the almost infinite 
variety of their minute details.” 


In Hammer v. Dagenhart, 247 U. S. 251, 38 Sup. Ct. 529, 62 
L. Ed. 1101, Ann. Cas. 1918E, 724, the Supreme Court held an 
act of Congress to be unconstitutional, as exceeding the commerce 
power of Congress and invading the powers reserved to the states, 
which act was intended to prohibit transportation in interstate com- 
merce of goods made at a factory in which children of tender years 
might be employed. In that case the court again emphasizes in the 
strongest language that Congress has a regulatory power over inter- 
state transportation and its incidents, but that the production of 
articles intended for interstate commerce is a matter of local reg- 
ulation; and it appears from the opinion. of the court (247 U. S. 
273, 38 Sup. Ct. 532, 62 L. Ed. 1101, Ann, Cas. 1918E, 724) that 


argument was made that Congress had authority to control the 





a ER: = sai 





14 TEN TRADE-MARK REPORTER 


interstate shipments of child-made goods in order to prevent unfair 
competition which would operate unjustly upon those who were 
forbidden by some states to employ child labor, and the court uses 
this language: 

“There is no power vested in Congress to require the states to exer- 
cise their police power so as to prevent possible unfair competition. Many 
causes may cooperate to give one state, by reason of local laws or condi- 
tions, an economic advantage over others. The commerce clause was not 
intended to give to Congress a general authority to equalize such con- 
ditions.” 

Counsel for the defendant urges upon this court the necessity 
of declaring section 6 of the Trade Commission Act to be unconstitu- 
tional, not only “in so far as it authorizes investigations and com- 
pulsory disclosures of matters which are beyond the commerce power 
of Congress,” but also “in so far as it attempts to authorize a search 
or seizure by an administrative agency of the government without 
charge or suspicion of wrongdoing.” While the contention of coun- 
sel is probably sound, this court does not deem it necessary to go 
farther than to hold that the commission have not the power to 
carry on investigation which they have assumed in the present case. 

An incident of such investigation is the ascertainment of trade 
secrets. It is plain that the cost of manufacturing a patented prod- 
uct to which the manufacturer has the exclusive right may be a trade 
secret, a species of property of great value. This is also true of re- 
finements of method in producing the same. The act prohibits the 
disclosure of trade secrets. The assumption that no such disclosure 
will be made disappears before the expressed intention to give the 
information to the Navy Department. We have, then, a contem- 
plated search and seizure, and a contemplated taking of private 
property for public use, without due process of law, which are viola- 
tive of the Fourth and Fifth Amendments of the Constitution. 

With respect to the third reason in support of the demurrer, 
little need be said. The act itself authorizes a petition for manda- 
mus in aid of the commission. 


“Mandamus issues where, and only where, there is a right to demand, 
and a corresponding duty to perform, the act required.” 19 Standard 
Encyclopedia of Procedure, 128. 
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It never was intended that the extent of a free man’s duty to 


perform should be determined by those who demand performance. 


The demurrer must be overruled, and the petition for a writ of 


mandamus must be refused. 


Tue Unitep States or America v. A. SCHRADER’s Son, INc. 


District Court of the United States for the Northern District of Ohio 


to 


September 15, 1919 


Restraint or Trape—INvicrmeNntT—Exuisits. 

Where an indictment was found charging a combination or con- 
spiracy in restraint of interstate trade in violation of the Sherman 
Anti-trust Act, provisions contained in exhibits could not add to the 
substantive allegations of the indictment. 

Restraint oF Trape—Sare or Patentrep ARrTICLES. 

Articles of commerce, although covered by valid patents, become, 
when manufactured, sold and placed in the ordinary channels of trade, 
subject to the same limitations and stand on the same footing as or- 
dinary unpatented articles of commerce; and whatever would be an 
illegal combination in restraint of trade having for its subject-matter 


unpatented articles will be an illegal combination if the articles are 
patented. 


Resate AGREEMENTS—LiceNsES—SALES. 

Where a manufacturer of valves and other patented automobile 
accessories disposed of its products to tire manufacturers and jobbers 
under agreements by which the latter undertook to resell only at 
certain fixed prices, the transactions were sales, and not mere grants 
of licenses to use the patented articles, although the contracts 
reserved to the vendor the privilege of substituting new stock for stock 
in possession of the vendees and contained provisions by which upon 
default or violation the vendor might reclaim all stock undisposed of, 
upon payment of the invoice price. The nature of the transactions 
was not changed by the fact that a relatively small part of the price 
was not to be paid until after the vendee had used or disposed of the 
articles purchased, and that this deferred payment was denominated 
a royalty. 

Resate AGREEMENTS—SHERMAN Act—Mownopory. 

Where an indictment charged that defendant, a manufacturer of 
valves and other automobile accessories, had agreed, combined, or 
conspired with manufacturers and jobbers by selling or agreeing to sell 
them its products with the understanding that in making resales they 
would sell only at certain fixed prices, the acts thus charged did not, 
in the absence of additional allegations charging an intent and pur- 
pose to monopolize trade, constitute a crime under the Sherman Act. 
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An indictment having been found against the defendant in 
June, 1918, defendant demurred. The demurrer was overruled. 

The case now comes up on rehearing upon the demurrer. Order 
overruling demurrer vacated and demurrer sustained. 


E. S. Wertz, United States Attorney, for the plaintiff. 

Hoyt, Dustin, McKeehan & Andrews, of Cleveland, O. (E. 
V. Myers, of New York City, and H. H. McKeehan, of Cleveland, 
of counsel), for defendant. 


WestenHaver, D. J. (orally, on conclusion of argument): I 
would like to take the time necessary to set down in a logical way 
such views as I am now about to express. It is practically impos- 
sible so to do for two reasons: First, that my other court engage- 
ments would unduly delay my getting the work done; and second, 
it would prevent the final disposition of the case at this time and 
impose upon parties and counsel the loss incident to the preparation 
for the present trial. For these reasons I shall now announce the 
conclusion to which I have come and briefly state the reasons which 
support it. 

What is this indictment? The present argument requires that 
I shall state accurately my interpretation of it. On the former 
hearing of this demurrer and in announcing the conclusion then 
reached I refrained from so doing for the reason that I imbibed the 
impression that both parties were submitting to me the questions of 
law and fact arising on the indictment, and defendant’s methods of 
doing business as are fully set forth in certain documents attached 
to the indictment, and that the defendant did not intend in the event 
the demurrer was overruled to enter a plea of not guilty, but would 
enter a plea of nolle contendere and permit the entry of final judg- 
ment and proceed to review it. I do not understand that the agree- 
ments annexed to the indictment are such a part of the indictment 
itself as would aid defective allegations therein or change its sub- 
stantive allegations; in other words, whether the substance of an 
offense of a combination or conspiracy in restraint of interstate 
trade in violation of the Sherman Anti-trust Act is stated in this 
indictment must stand or fall upon its own language. 
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The substantive allegations of this indictment are that defend- 
ant is engaged in manufacturing valves, valve parts, pneumatic- 
pressure gauges, and various other accessories ; that it sells and ships 
large quantities of such articles to tire manufacturers and jobbers 
in the Northern District of Ohio and throughout the United States; 
that these tire manufacturers and jobbers resell and reship large 
quantities of these products to (a) jobbers and vehicle manufac- 
turers, (b) retail dealers, and (c) to the public, both within and 
without the respective States into which the products are shipped; 
that these acts have been committed within three years next pre- 
ceding the presentation of this indictment and within this district; 
that the defendant executed, and caused all the said tire manufac- 
turers and jobbers to whom it sold its said products to execute with 
it, uniform contracts concerning resales of such products; that every 
manufacturer and jobber was informed by the defendant and well 
knew when executing such contracts that identical contracts were 
being executed and adhered to by the other manufacturers and 
jobbers; that these contracts thus executed purported to contain 
a grant of a license from the defendant to resell its said products 
at prices fixed by it to (a) jobbers and vehicle manufacturers sim- 
ilarly licensed, (b) retail dealers, and (c) the consuming public; 
that all these contracts provided that the products thus sold to tire 
manufacturers and jobbers provided that they should not resell 
such products at prices other than those fixed by the defendant. 
Copies of these contracts are identified by exhibit numbers and 
attached to the indictment. It is further charged that the defendant 
furnished to the tire manufacturers and jobbers who entered into 
such contracts lists of uniform prices, such as are shown in said 
exhibits, which the defendant fixed for the resale of its said products 
to (a) jobbers and vehicle manufacturers, (b) retail dealers, and 
(c) the consuming public, respectively; and that the defendant 
uniformly refused to sell and ship its products to tire manufacturers 
and jobbers who did not enter into such contracts and adhere to the 
uniform resale prices fixed and listed by the defendant. 

Further, that tire manufacturers and jobbers in the northern 
district of Ohio and throughout the United States uniformly resold 
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defendant’s products at uniform prices fixed by the defendant and 
uniformly refused to resell such products at lower prices, whereby 
competition was suppressed and the prices of such products to retail 
dealers and the consuming public were maintained and enhanced. 

Such, as I understand them, are all of the substantive allega- 
tions of the indictment. The remaining paragraphs state merely 
the pleader’s conclusions of law from these facts and do not aid 
any defective or insufficient allegations of fact. 

Thus it will be observed that the contract, combination, or con- 
spiracy charged comes merely to this: That the defendant has 
agreed, combined, or conspired with tire manufacturers and with 
jobbers by the selling or agreeing to sell valves, valve parts, pneu- 
matic-pressure gauges, and various accessories, with the further 
understanding or agreement that in making resales thereof they will 
sell only at certain fixed prices, It will be further observed that 
the retailers, to whom the jobbers in ordinary course of trade would 
naturally sell rather than to the consuming public, and who in turn 
sell and distribute these articles to and among the ultimate con- 
sumers, are not included within the alleged combination or con- 
spiracy. True, if a tire manufacturer or licensed jobber makes a 
sale to a consumer, it is charged he has agreed to sell only at the 
listed prices; but so far as retailers themselves are concerned they 
may sell or give away the articles thus bought without violating 
any agreement, understanding, or condition of the alleged combina- 
tion or conspiracy in restraint of trade. 

The defendant urged upon me at the former hearing and at this 
hearing that defendant had a right to fix and control the prices 
at which its product might be resold not only by tire manufacturers 
and licensed jobbers, but also by retailers, for the reason that the 
exhibits annexed to the indictment are license agreements only, re- 
serving title to the defendant, and exacting a royalty to be paid only 
when the final sale to the retailer or consumer had been made. In 
my opinion this question does not properly arise under the alle- 
gations of this indictment, for the reason that the provisions of 
these exhibits cannot be substituted for or to add to the substantive 


allegations of the indictment. Be that, however, as it may, I am clear- 
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ly of the opinion that the fact that articles of commerce said to be the 
subject-matter of an illegal combination in restraint of trade are 
covered by letters patent of the United States does not require any 
conclusion different from what would be required if they were not 
covered by patents. This conclusion is deduced from a careful 
study made on the former hearing of this demurrer of the many 
decisions of the Supreme Court of the United States cited by coun- 
sel, chiefly the following: Bement v. Harrow Company, 186 U. S. 
70; Bobbs-Merrill Company v. Straus, 210 U. S. 339; Dr. Miles 
Medical Company v. Park, 220 U. S. 873; Henry v. Dick Company, 
224 U. S. 1; Bauer v. O’Donnell, 229 U. S. 1; Straus v. Victor 
Talking Machine Company, 243 U. S. 490; Motion Picture Com- 
pany v. Universal Film Company, 243 U. S. 502; Boston Store v. 
American Graphophone Company, 246 U.S. 8 [9 T. M. Rep. 281]. 
The net result, as I understand it, of the holding of these several 
cases is that the doctrine of the Button-Fastner case (77 Fed. 288) 
is overruled, and that articles of commerce, notwithstanding they 
are covered by valid patents, become when manufactured, sold, and 
placed in the ordinary channels of trade, subject to the same limita- 
tions and stand on the same footing as ordinary unpatented articles 
of commerce, and whatever would be an illegal combination in re- 
straint of trade having for its subject-matter unpatented articles 
will be an illegal combination if the articles are patented. 

The so-called license agreements, exhibited with the indictment, 
are in my opinion, both in substance and effect, only selling agree- 
ments. The title to the valves, valve parts, pneumatic-pressure 
gauges, and other automobile accessories passed to the so-called 
licensees and licensed jobbers. The privilege reserved in three of 
them to substitute at the so-called licensor’s discretion new stock for 
stock in possession of tire manufacturers and licensed jobbers, and 
the provision in all of them that upon termination for default or 
violation the licensor may reclaim all undisposed of stock, paying 
therefor the invoice price, does not change the transaction into a 
conditional sales agreement or reduce the title of the tire manufac- 
turers or licensed jobbers to a mere license to use in the meantime 
a patented article. The privileges thus reserved are more in the 
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nature of a right to repurchase than in the nature of a license to use 
or a conditional sale. The fact that a certain relatively small part 
of the price is to be paid only when the tire manufacturer has used 
these parts in making tires or when they have been sold to some 
other licensed jobber or to dealers and consumers, and that this 
deferred payment is denominated a royalty, does not modify or 
control the legal force and effect of the transaction. This is merely a 
deferred payment of part of the sale price, and to this extent credit 
is extended to the tire manufacturer and the licensed jobber. All the 
rights, risks, burdens, and privileges of ownership are with and are 
borne by the so-called licensees. The use of the word “royalty” 
cannot be regarded otherwise than a subterfuge, intended only to 
give color to defendant’s theory that articles of commerce covered 
by a patent, although sold and distributed through channels of 
trade in the customary way, may still be kept under the patent 
monopoly if the patentee has not as yet received the purchase price 
in full. This theory, in my opinion, is not tenable, and the au- 
thorities above cited are conclusive to the contrary. 

For both reasons, namely, that the provisions of these exhibits 
cannot add to the substantive allegations of the indictment, and, 
even if considered, do not call for any different conclusion, the 
proposition advanced and relied upon by defendant is, in my opin- 
ion, not sound. 

This brings us to the proposition relied on by the government 
and strenuously controverted by defendant. Do or do not the sub- 
stantive allegations of the indictment as above summarized state a 
contract, combination in the form of trustee or otherwise, or con- 
spiracy in restraint of trade or commerce among the several States? 
And the answer to this question depends on whether or not section 
1 of the Sherman Anti-trust Law is to be so construed as to bring 
within its provision a method of doing business such as is disclosed 
by the indictment. The government asserts that agreements be- 
tween a manufacturer and jobbers for the sale to them of the manu- 
facturer’s own product on condition or with the understanding on 
their part that they will resell that product only at certain prices 
fixed or listed by the manufacturers is per se a contract or com- 
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bination or conspiracy in restraint of trade in violation of the pro- 
visions of the Sherman Anti-trust Act. It is further asserted that 
this is true, regardless of whether or not the prices thus fixed are 
reasonable, whether or not the arrangement is made only to prevent 
ruinous competition tending to paralyze production, and whether 
or not, except as is implied by the agreements themselves, any 
monopolization or unreasonable restraint of interstate trade is there- 
by produced; in other words, a case is stated and is proved merely 
by proving an agreement between the manufacturer and jobbers 
who resell and distribute his product whereby the latter agreed 
to sell at prices fixed by the former. And it is asserted that sec- 
tion 1 of the Sherman Anti-trust Law, properly construed, forbids 
any such arrangement. Manifestly if this construction is given 
said section the crime is committed if the manufacturer makes these 
agreements with two or more of his jobbers; and if, upon the trial, 
proof is produced that the defendant has made such contracts with 
two or more, and with stronger reason when proof is produced 
that he has made such contracts with all, or substantially all, of his 
jobbers, then the court must charge the jury as a proposition of 
law that the defendant is guilty and refuse to permit the introduc- 
tion of testimony to show that monopoly has not resulted, that trade 
has not been restrained, or that the tire manufacturers and jobbers 
sell little or no part of the product to the consumers. 

The cases cited in argument fall within several classes. One 
class consists of those which deal with agreements by the manufac- 
turer for the resale of his own product. Of this class there are, so 
far as I know, only two Supreme Court cases, and those are Dr. 
Miles Medical Company v. Park, 220 U. S. 373, and U. S. v. Colgate 
Company, decided June 2, 1919 [9 T. M. Rep. 229]. The holdings 
of these cases and a comparison of what seems to me to be the con- 
flicting reasoning of them as well as the diverse result, will not be 
made until after I have said what I intended to say about the cases 
of the other classes. 

Another class of cases are those in which the manufacturer has 
undertaken to annex to the sale of a patented article a term or con- 
dition that it should be resold by any subsequent purchaser only at a 
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fixed price. Of this class are the following: Bauer v. O’Donnell, 
229 U. S. 1; Straus v. Victor Talking Machine Company, 243 U. 
S. 490; Motion Picture Company v. Universal Film Company, 243 U. 
S. 502; and Boston Store v. American Graphophone Company, 246 
U.S. 8 [9 T. M. Rep. 281]. The holding of these cases, as I un- 
derstand them, is as stated by Mr. Chief Justice White in Boston 
Store v. American Graphophone Company, in substance as follows: 
Under the general law the owner of movables cannot sell the mov- 
ables and lawfully by contract fix a price at which the product should 
afterwards be sold, because to do so would be at one and the same 
time to sell and retain, to part with and yet to hold, to project the 
will of the seller so as to cause it to control the movable parted with 
when it was not subject to his will because owned by another, and 
thus to make the will of the seller unwarrantedly take the place of the 
law of the land as to such movables. The case of Henry v. Dick ex- 
empted from the operation of this rule patented articles. It was 
held that the United States patent laws conferred upon the patentee 
a right to impose conditions of this nature as had been previously 
held in the Button Fastner case. This led to the long series of 
cases above cited in which the proposition was ultimately established 
that no difference in this respect exists between patented and un- 
patented articles, and that the maker after he has received the full 
value of his articles, including the value given thereto by his patent, 
stands upon no different footing than the maker. and seller of any 
other article of personal property. In this series of cases the Dr. 
Miles Company case is repeatedly referred to, and it is said that the 
effort of a manufacturer to impose this limitation was within the 
prohibition against restraint of trade and monopoly contained in 
the Sherman Anti-trust Law. It is a little difficult, locally, to per- 
ceive why an invalid stipulation in a contract could become a con- 
tract in restraint of trade, although one can readily see why a com- 
bination or conspiracy using invalid agreements might result in 
such a violation. This is noted in passing because of the insistence 
of counsel for the government that a combination or conspiracy, 
such as was clearly disposed in the Colgate case, might not be in 


violation of the Sherman Anti-trust Law, whereas, if that combina- 
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tion and conspiracy had been put in writing in the form of an 
agreement, it would be a violation, notwithstanding such provisions 
in the agreement were themselves void. Furthermore, the reference 
to the Dr. Miles Medical Company case and all others bearing on 
this question were merely incidental; no reexamination of the prin- 
ciples upon which the Dr. Miles Medical Company case is based was 
made, and no substantial support is given by them to the Dr. Miles 
Medical Company case. 

Another class of cases are those in which two or more persons 
engaged in making or selling competitive articles of commerce make 
contracts or enter into combinations or conspiracies for the pur- 
pose of controlling or fixing the price at which their competitive 
articles shall be sold. Of this class are Addyston Pipe & Steel 
Company v. United States, 175 U. S. 211; Eastern States Retail 
Lumber Dealers’ Association v. United States, 234 U. S. 600; and 
Thomsen v. Cayser, 243 U. S. 66. The books are full of cases 
of this class, but these are named because they were cited in argu- 
ment by counsel for the government. This is the typical and clas- 
sical case of illegal combination in restraint of trade. Such com- 
binations have from time immemorial, independently of the Sherman 
Anti-trust Law or any State trust law, been held to be illegal. They 
were illegal at common law, and I fancy that the authors of the 
Sherman Anti-trust Law had such combinations in mind primarily 
when they framed it. In this class of cases competition is sup- 
pressed, and the theory of the law from time immemorial is and 
always has been that such combinations were so inherently dangerous 
in their tendency that no proof was required to show that monopoly 
resulted or trade was restrained, and no proof could be received to 
show the contrary. Such was and has been the prevailing economic 
belief which has found its reflection in this long line of cases. Thus, 
in the Addyston Pipe & Steel Company case the pipe manufacturers 
entering into that combination produced only about 30 per cent. 
of the similar product being produced by all the manufacturers in 
the United States, yet the illegal combination resulted from the mere 
fact of the agreement and combination; and such I believe to be 


the uniform holding in all cases where two or more persons engaged 
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in producing independently competitive articles of commerce make 
an agreement, combination, or conspiracy whereby the prices of 
their competing products are fixed or regulated. Manifestly, in 
this situation a different problem was presented from that presented 
when one manufacturer makes agreements having to do only with 
the sale and distribution of his own product through the channels 
of trade. 

Another class of cases are those in which one producer or man- 
ufacturer has monopolized trade or commerce in a certain line of 
product. Of this class are U. S. v. American Tobacco Company, 
221 U. S. 106, and Standard Oil Company v. U. S., 221 U. S. 1. 
The books are also full of cases of this class, particularly within 
recent years. Obviously the doctrine of the Addyston Pipe & Steel 
Company case and a recognition of the rule of law upon which it 
rests, combined to produce the one large corporation having for its 
object the bringing within its own control either all or such a part 
of one line of trade or industry as would enable it to dominate the 
industrial field and fix prices which all lesser competitors would be 
obliged to observe and follow. As a means to this end price cutting 
became, perhaps, the most effective weapon of the larger corpora- 
tion. These cases are controlled by the second section of the Sher- 
man Anti-trust Law. This section makes it a crime for any persons 
to monopolize trade or commerce whether or not that monopoliza- 
tion is the result of his own individual activities or the result of a 
combination or conspiracy with another person or other persons. 
And such, I understand, is the basis for the decision in the Standard 
Oil Company and American Tobacco Company cases. It was in 
these cases that the so-called doctrine of the “rule of reason” was 
originated and applied. In their essential nature they are more 
akin to the Dr. Miles Medical Company case, Colgate Company case, 
and the case now before the court than are either of the other classes 
already cited and briefly reviewed. In determining these cases a 
wide range of inquiry and testimony is required. The history of the 
organization of the particular corporation has been inquired into; 
the effect upon trade and commerce generally, as a result of the 
bringing within one control of previously competing industries and 
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upon trade and commerce in that line of product throughout the 
United States all became relevant and important. Whether or not 
monopolization in trade and commerce has resulted depends, not 
upon the form of corporate organization, nor upon the acquisition of 
previously existing competing industries, but upon the resulting 
effect thereby produced upon trade and commerce in the particular 
articles of commerce. The crime may be committed even though 
there is no contract, combination, or conspiracy with any other 
person; but, obviously, for the reason that the facts alleged do not 
include any which charge monopolization of trade or commerce, the 
Sherman Law cannot be so construed as to make defendant’s con- 
duct a crime under section 2 of the act. 

Let us now return to the cases of the class to which the present 
indictment belongs, namely, Dr. Miles Medical Company v. Park, 
supra, and U. 8. v. Colgate Company, supra. Defendant urges that 
there is a manifest inconsistency between the reasoning, if not be- 
tween the holdings, of these two cases; that if the basic principles 
announced in the latter case are to be taken in the ordinary sense 
imported by the language the present case falls within the Col- 
gate case, and that, properly construed, neither section 1 nor 2 of the 
Sherman Anti-trust Law makes the defendant’s conduct a crime. 

The Dr. Miles Medical Company case standing alone would 
seem to require that this demurrer be overruled and a holding that 
the Sherman Anti-trust Law is violated and a crime committed, 
merely upon a showing of the making by defendant and two or more 
jobbers of the agreements set up in the indictment, certainly if the 
jobbers were competitors in the same territory. That case has been 
frequently cited as establishing this proposition. The question arose 
upon a demurrer to a bill brought by the Dr. Miles Medical Com- 
pany to enjoin a violation of alleged contracts with its jobbers and 
retail dealers, all of whom, it was alleged, had entered into agree- 
ments not to resell except at prices fixed by the vendor. The de- 
murrer might well have been sustained on the ground stated under 
the heading “Second,” page 404, namely, that the manufacturer 
who sells an article and receives its value cannot impose restric- 


tions upon the purchaser’s right to alienate it. The bill was, there- 
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fore, seeking to enforce void provisions in the contract, and such I 
understand to have been the view of the court. However, at page 
400, and at page 408, it is explicitly stated that these agreements 
are agreements to fix prices and restrain trade, and are, therefore, 
invalid both by common law and under the Sherman Anti-trust Law. 
It should be observed, though, that the agreeinents in question allege 
that the maker, the jobbers, and all retail dealers handling, selling, 
and dealing in the maker’s product had entered into these agree- 
ments, and had done so for the purpose of fixing and establishing 
certain prices. In the present case the retailers are not included. 
Inclusion of them in the Dr. Miles Medical Company case is much 
stressed in the opinion. Thus at page 399 it is said: 

“It is, as we have seen, a system of interlocking restrictions by which 
the complainant seeks to control not merely the prices at which its agents 
may sell its products, but the prices for all sales by all dealers at wholesale 


or retail, whether purchasers or subpurchasers, and thus to fix the amount 
which the consumer shall pay, eliminating all competition.” 


Further, on page 400: 


“Next, all competition between retailers is destroyed, for each such 
retailer can obtain his supply only by signing one of the uniform con- 
tracts prepared for retailers, whereby he covenants not to sell to anyone 
who proposes to sell again unless the buyer is authorized in writing by the 
complainant, and not to sell at less than a standard price named in the 
agreement. Thus all room for competition between retailers, who supply 
the public, is made impossible. If these contracts leave any room at any 
point of the line for the usual play of competition between the dealers in 
the product marketed by complainant, it is not discoverable.” 

Let me repeat, the retailers are not in the present case included. 
They may compete freely with one another and may even give away 
the articles purchased by them. No restriction is imposed which 
prevents them from selling to the consumer at any price, even 
though it be at a ruinous sacrifice and less than the price paid by 
them to the jobber. 

Personally, and within all due respect, permit me to say that I 
can see no real difference upon the facts between the Dr. Miles 
Medical Company case and the Colgate Company case. The only 
difference is that in the former the arrangement for marketing its 
product was put in writing, whereas in the latter the wholesale and 


retail dealers observed the prices fixed by the vendor. This is a 
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distinction without a difference. The tacit acquiescence of the whole- 
salers and retailers in the prices thus fixed is the equivalent for 
all practical purposes of an express agreement, and, as has already 
been observed, the mere fact that there were some retailers who did 
not uniformly acquiesce in and observe the prices thus fixed does 
not amount to a distinguishing consideration, for a combination or 
conspiracy in restraint of trade results, if at all, whenever two or 
more of the wholesalers or retailers thus agree by an express or 
implied contract to observe certain prices in a competitive territory. 
Counsel for the government urged that the two cases are to be 
distinguished because, in the former, contracts had been entered into 
between the maker and the jobbers and retailers, whereas, in the 
latter, no such contracts had been entered into, but the maker merely 
fixed the wholesale and retail prices and procured an express or 
tacit agreement to observe them by certain methods, less formal, 
but none the less essentially the same. These methods, as sum- 
marized in the opinion of the Colgate case, were: 

“Distribution among dealers of letters, telegrams, circulars and lists 
showing uniform prices to be charged; urging them to adhere to such 
prices, and notices, stating that no sales would be made to those who did 
not; requests, often complied with, for information concerning dealers 
who had departed from specified prices; investigation and discovery of 
those not adhering thereto and placing their names upon ‘suspended lists’; 
requests to offending dealers for assurances and promises of future ad- 
herence to prices, which were often given; uniform refusals to sell to any 
who failed to give the same; sales to those who did; similar assurances 
and promises required of, and given by, other dealers, followed by sales 
to them; unrestricted sales to dealers with established accounts who had 
observed specified prices, etc.” 

It seems to me that the method here described, namely, putting 
a wholesaler or retailer out of business who refuses to observe and 
keep the list of prices made by the vendor, is of equal force with an 
express promise voluntarily made as a condition upon which he 
obtains his supplies. Section 1 of the Sherman Anti-trust Act is 
not limited to contracts in restraint of trade. It includes any com- 
bination or conspiracy having for its object a restraint of interstate 
trade or commerce. Any subterfuge, device or indirect acts which 
bring about cooperation to accomplish a predetermined purpose will 


amount to a conspiracy. In the Colgate case the predetermined pur- 
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pose of the maker, known to all the wholesalers and retailers, was to 
market a product at certain fixed prices. Every wholesale or retail 
dealer who acquiesced therein or acted in furtherance of the accom- 
plishment of that purpose made himself a member of a conspiracy. It 
matters little, it seems to me, whether the maker exacted a written 
agreement to resell at certain fixed prices before selling to a whole- 
sale or retail dealer, or only sells to such wholesale and retail 
dealers who do in fact, with knowledge of the intent and purpose 
of the maker, buy and continue to buy and sell at such fixed prices. 
Granting the fundamental proposition stated in the Colgate case, 
that the manufacturer has an undoubted right to specify resale 
prices and refuse to deal with anyone who fails to maintain the 
same, or, as further stated, the act does not restrict the long-rec- 
ognized right of a trader or manufacturer engaged in an entirely 
private business freely to exercise his own independent discretion 
as to parties with whom he will deal, and that he, of course, may 
announce in advance the circumstances under which he will refuse 
to sell, it seems to me that it is a distinction without a difference 
to say that he may do so by the subterfuges and devices set forth 
in the opinion and not violate the Sherman Anti-trust Act; yet if 
he had done the same thing in the form of a written agreement, 
adequate only to effectuate the same purpose, he would be guilty 
of a violation of the law. Manifestly, therefore, the decision in the 
Dr. Miles Medical case must rest upon some other ground than the 
mere fact that there were agreements between the manufacturer and 
the wholesalers. 

That further ground, it seems to me, is pointed out in the Col- 
gate case and in the quotations heretofore made from the Dr. Miles 
Medical Company case. There must be a purpose to create and 
maintain a monopoly, and the acts charged in the indictment must 
be sufficient to show that there was effective means adopted to create 
and maintain a monopoly, otherwise the right of the trader or manu- 
facturer to specify resale prices and refuse to deal with anyone who 
fails to maintain the same is of necessity destroyed. 

In the Dr. Miles Medical Company case the allegations of the 
bill were interpreted as disclosing a purpose to create or maintain 
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a monopoly and as describing conduct and acts adequate so to do. 
The particular allegations emphasized as adequate so to do were the 
contracts and the system of business imposed upon the retailers, 
regulating and controlling their relations to the ultimate consumer. 
This conclusion received some support from section 2 of the Clay- 
ton Act, adopted October 15, 1914. It is there made unlawful for 
any person engaged in interstate commerce or in the course of such 
commerce either directly or indirectly to discriminate in price be- 
tween different purchasers of commodities. A proviso follows that 
nothing in that section contained shall prevent such persons from 
selecting their own customers in bona fide transactions and not in 
restraint of trade. The indictment here charges the selection of tire 
manufacturers and jobbers as the customers of the defendant com- 
pany. If it has a right to select such customers in bona fide transac- 
tions and is forbidden from either directly or indirectly discrim- 
inating in price between them, what harm results if it puts such 
agreements in writing? The point, however, which I wish to em- 
phasize is that the allegations of this indictment, not alleging any 
purpose, or facts from which such a purpose can be inferred, to 
mon?polize interstate trade, within the prohibition and meaning 
of section 2 of the Sherman Anti-trust Act and the last clause of 
section 2 of the Clayton Act, does not charge a crime under section 
1 of the Sherman Anti-trust Act as that act should be construed. 
What the indictment charges I have already stated at the be- 
ginning of my remarks. I interpret it as charging that defendant 
has made contracts with all tire manufacturers and jobbers to whom 
it sells its product, to execute uniform contracts, and that these 
contracts contain provisions requiring that they shall not sell to 
jobbers and vehicle manufacturers, retail dealers, and the consuming 
public except at certain prices fixed by the defendant. The Sher- 
man Anti-trust Law, as I construe it, in the absence of other and 
additional allegations charging an intent and purpose to monopolize 
trade, does not make the acts thus charged a crime, and this con- 
clusion is the same despite the fact that defendant contends this 
product is covered by patents which permit it to control the resale 
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prices in the manner set forth in the agreements exhibited with the 
indictment. 

I am content to dispose of the demurrer in this way. If I am 
wrong, the important question involved can be reviewed promptly 
by the government by means of error proceedings direct to the Su- 
preme Court. The question is of such importance that it probably 
will not be settled satisfactorily to the profession except by a de- 
cision of that tribunal. If I should adopt the contrary view, the 
opportunity to have the question thus reviewed will be denied to 
the parties. 

An order may be entered vacating my order of last term over- 
ruling the demurrer, and sustaining the demurrer to the indictment, 
and exception may be noted. 


[Nore: This case has been taken to the Supreme Court of the United 
States upon writ of error, and an early hearing in that court is expected. | 


THE PEOPLE OF THE STATE OF New York v. EuGEeNe W. Durker 
(189 App. Div. 276; 178 N. Y. Supp. 614) 


New York Supreme Court, Appellate Division, Third Department 


November 12, 1919 


MisspRANDING—AbDULTERATED ArtTICLE—Distinctive NamMe—“Durkee’s Satap 

Dresstnc AND Meat Sauce.” 

“Durkee’s Salad Dressing and Meat Sauce,” a food compound 
made under a secret formula and containing vinegar, salt and other 
ingredients, none of which is harmful, is not an adulterated article, 
nor is it, when put up in packages labeled with the name as quoted, 
misbranded, under sections 200 and 201 of the Agricultural Laws 
of New York, as amended by Laws of 1914, Chapter 494. It is an 
article sold under a distinctive name within the meaning of the proviso 
in section 201. 


AppEAL by the plaintiff, The People of the State of New York, 
from a judgment of the Supreme Court in favor of the defendant, 
entered in the office of the clerk of the county of Albany on the 


19th day of November, 1917, upon the decision of the court, a jury 
having been waived. 
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Charles D. Newton, Attorney-General (C. T. Dawes and T. 
Paul McGannon, Deputies Attorney-General, of counsel), for the 
appellant. 

Breed, Abbott & Morgan (Sumner Ford of counsel), for the 
respondent. 

Joun M. Kettoae, P. J.: The appellant complains that 
‘“Durkee’s Salad Dressing and Meat Sauce” is sold in violation of 
sections 200 and 201 of the Agricultural Law (as amended by Laws 
of 1914, chap. 494) defining and prohibiting the sale of adulterated 
and misbranded foods. The salad dressing has been upon the 
market for about fifty years, under the same name and of the 
same ingredients. It is a compound under a secret formula of 
vinegar, mustard, salt and other ingredients, none of which is harm- 
ful in any way. Clearly the dressing does not fall within any of 
the definitions of adulterated articles. It is urged, however, that 
it is misbranded in that it is not sold under its own distinctive name, 
and that the ingredients of which it is composed are not stated on 
the label. 

Section 201 (as amended supra), in three subdivisions, defines 
misbranded articles. Subdivision 1 relates to an imitation, or an 
article sold under the distinctive name of another. Subdivision 2 
relates to an article colored, powdered, stained or mixed so as to 
conceal inferiority, thus deceiving or tending to deceive the public. 
Subdivision 3 relates to false or misleading statements upon pack- 
ages or labels. It cannot be, and is not claimed, that the defendant's 
product comes within the spirit of any one of these subdivisions. 
There are no other affirmative provisions in the statute as to mis- 
branding articles. The question here concededly arises under the 
following proviso following the provisions of section 201 which we 
have referred to: 

“provided, that an article of food which does not contain any added poi- 
sonous or deleterious ingredients shall not be deemed to be adulterated or 
misbranded in the following cases. First: In the case of mixtures or com- 
pounds which may be now or from time to time hereafter known as articles 
of food, under their own distinctive names and not included in definition 
first or third of misbranded articles of food in this section. Second: In 


the case of articles labeled, branded or tagged so as to plainly indicate 
that they are mixtures, compounds, combinations, imitations or blends: 
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provided, that the same shall be labeled, branded or tagged so as to show 
the character and constituents thereof: and provided further, that nothing 
in this article shall be construed as requiring or compelling proprietors or 
manufacturers of proprietary foods which contain no unwholesome added 
ingredients to disclose their trade formulas, except in so far as the pro- 
visions of this article may require to secure freedom from adulteration 
or imitation.” 

It is clear that this proviso is not an added prohibition. Upon 
the contrary, it qualifies and limits the prohibitions already con- 
tained in the section. In other words, the acts before mentioned 
are prohibited unless they are saved from prohibition by the proviso. 

The Standard Dictionary defines “provided”’: 

“This (or it) being understood, conceded or established; on (this) 
condition; on these terms; in this sense, always introducing a clause of 
condition or exception and followed by ‘that’ expressed or understood.” 

“Proviso” is defined as a “clause making what precedes con- 
ditional on what follows.” 

The proviso, therefore, does not prevent the defendant from 
using his label. 

As we have seen, this dressing has been in use for a great 
many years. No complaint has ever been made that it was mis- 
branded. The opinions of the Attorneys-General of the State uni- 
formly have treated this product and similar products as falling 
within the proviso as articles sold under their own distinctive 
names. 

“There is no question that the practical construction of a statute by 
those for whom the law was enacted or by public officers whose duty it 
is to enforce it, acquiescedin by all for a long period of time, is of great 
importance in its interpretation in a case of serious ambiguity.” (Grim- 
mer v. Tenement House Department of the City of New York, 205 N. Y. 
549, 550.) 

This quotation seems to apply with force here and indicates 
that at this late day a forced construction should not be put upon 
the statute if there is a reasonable doubt about its meaning. 

The judgment should, therefore, be affirmed, with costs. 

Judgment unanimously affirmed, with costs. 
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Smitu v. Yost 
(125 Northeastern Rep. 73) 


Appellate Court of Indiana, Division No. 1 
November 20, 1919 


1. Trape-Names—Transrer Apart From Business. 
A trade-name, separate from the business in which it is used, is not 
a species of property which can be sold and transferred as such; it 


can pass only with some property or business with which it has become 
identified. 


2. Trape-Names—Covenants AGarnst Use—Partiat Invauipity or Con- 

TRACT. 

Where a manufacturer of cigars entered into a contract by which 
he agreed not to use a certain trade-name in the manufacture or sale of 
cigars, these covenants were enforceable, notwithstanding the fact 
that another part of the contract was invalid, the invalid provisions 
being capable of elimination without affecting said covenants. 
Plaintiff appeals from the Circuit Court of Marshall County, 

which had found for the defendant. Judgment reversed, with in- 


structions to overrule demurrer to the complaint. 


James V. Kent and Thomas M. Ryan, both of Frankfort, and 
Harley A. Logan, of Plymouth, for appellant. 

Walter Brubaker and L. W. Royse, both of Warsaw, for ap- 
pellee. 


Batman, C. J.: Appellant instituted this action against ap- 
pellee on December 8, 1915, to enjoin the latter from using the 
word “Bankable,”’ as a trade-name, or as a part of a trade-name 
for cigars, and to recover damages for a prior use thereof by ap- 
pellee. Appellant’s complaint consists of six paragraphs, but the 
fourth paragraph was withdrawn. Appellee filed demurrers to each 
of the other paragraphs for want of facts, all of which were sus- 
tained. Appellant refused to plead further, and judgment was 
thereupon rendered against him for costs. He is now prosecuting 
this appeal, and has assigned the action of the court in sustaining 
appellee’s demurrers to the several paragraphs of his complaint as 
the sole errors on which he replies for reversal. The first para- 
graph of complaint alleges, in substance, among other things, that 
for more than five years appellant has been engaged in manufactur- 
ing and selling cigars throughout the state of Indiana, except in 
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the counties of Kosciusko, Fulton, Pulaski, Wabash, Miami, Hunt- 
ington, Whitely, Noble and Elkhart; that during such time he man- 
ufactured and sold at wholesale, to retail merchants and cigar deal- 
ers, a cigar which was sold at retail for the sum of five cents; that 
all of such cigars were so sold by him in boxes containing 100 or 
less, and on all of such boxes there was painted, lithographed, 
stamped, or labeled the name “Bankable’’ in connection with the 
name “N, N. Smith Company,’ which name was so placed on such 
boxes as a distinguishing mark and trade-name for the identifica- 
tion of such goods, so manufactured and sold by him; that during 
all of said time he had advertised said name in connection with his 
said business exclusively as a distinguishing mark or brand of the 
goods manufactured and sold by him; that by reason thereof his 
said cigars on October 26, 1914, and for a long time prior thereto, 
had become known to the general public throughout the state of 
Indiana, except within said nine counties, by said name, which served 
and still serves as a distinguishing mark or brand for. his said goods 
of the character described; that during all of said time he had used 
said name in the manner aforesaid to the exclusion of all other per- 
sons within said territory, and thereby acquired, and had on said 
October 26, 1914, the right to manufacture merchandise of the char- 
acter aforesaid, and to sell the same under said trade-name within 
said territory; that on said date he was manufacturing such cigars 
in the city of Frankfort, Ind., in a large plant then owned by him, 
and which he still owns; that by reason of the facts alleged he had 
acquired a good-will for the cigars, so manufactured and sold by 
him under said trade-name and at said price, which was on said date, 
and still is of great value to him; that for several years prior to 
said October 26, 1914, appellee had manufactured cigars in the city 
of Warsaw, Ind., and had sold the same exclusively within the con- 
fines of said nine counties named above; that such sales had been 
made in boxes, on which there was printed, stamped, lithographed, 
or otherwise placed, the name of ‘“Yost’s Bankable,”’ for the pur- 
pose of distinguishing and identifying the same as goods manu- 
factured and sold by him; that said cigars were so manufactured 


and sold by appellee within said territory at wholesale to retail mer- 
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chants and cigar dealers, to be sold at retail at five cents each; 
that the appellee had used such trade-name exclusively within said 
nine counties for several years prior to said date, for the purpose 
of identifying his goods, and had thus acquired the right to manu- 
facture and sell goods of such character at said price within said 
nine counties; that the name “Bankable,”’ as used by both appellant 
and appellee as aforesaid, was and is purely fanciful, and in no way 
indicates the place where, or person by whom, said cigars are or 
were manufactured; that the use of said name by appellant does 
not denote any special quality or character of the cigars manufac- 
tured and sold by him, and that said name was used at all times 
by appellee in connection with his own name Yost; that on October 
26, 1914, appellee and appellant entered into an agreement in writ- 
ing, whereby the former assigned to the latter, in consideration of 
$400 in hand paid, all his legal rights in and to the trade-name 
‘“Bankable,” and the use thereof as a trade-name for cigars, except 
that appellee reserved the right to use said name upon cigars, etc., 
manufactured and sold by him for one year thereafter, to customers 
to whom he had theretofore sold the same; that appellant had in all 
things complied with the terms of said contract on his part to be 
performed; that thereafter appellant, in pursuance of and relying 
upon the terms of said agreement, advertised said name “Bankable”’ 
extensively within said nine counties, in connection with his own 
name, N. N. Smith Company, as a designation and trade-name for 
cigars manufactured and sold by him at wholesale to retailers, to 
be retailed to the general public for the sum of five cents each, and 
in so doing expended more than $500; that his said cigars were 
thereby placed in the hands of dealers, who sold the same to the 
general public since said date under the name “Bankable”; that 
said name has thus become, and is now known to the general public 
of said nine counties as, the designation and name of cigars manu- 
factured and sold by appellant; that he has thereby acquired the 
good-will of the public, and a market for his cigars within said 
territory under said trade-name; that appellee has wholly failed 
to comply with the terms of said agreement, and since October 26, 


1915,, has been, and is still, using said name “Yost’s Bankable” as 
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a trade-name or brand for the purpose of identifying cigars manu- 
factured and sold by him at wholesale to be retailed at the sum 
of five cents each, by printing, stamping, lithographing, or otherwise 
attaching said name thereto, and is threatening to, and will, con- 
tinue so to do, unless restrained therefrom; that the act of appellee 
in so doing will injure the business of appellant in the manufacture 
and sale of goods of like character and price, under said trade-name 
“Bankable,” as used in connection with his name as aforesaid; that 
the continuance of the use of said trade-name, as threatened by 
appellee, will result in great and irreparable injury and damage to 
appellant and his said business; that by reason of the premises he 
has been damaged in the sum of $500. Prayer for an injunction 
and for damages. A copy of the alleged agreement was filed with 
said paragraph of complaint as an exhibit. Said agreement con- 
tains, among others, the following provisions: 


“That said first party has this day sold and does hereby sell, assign, 
transfer and set over to said second party all his rights in and to the 
trade-name ‘Bankable,’ and the use thereof as a trade-name for cigars, 
cheroots and stogies, and hereby agrees that after the date of this con- 
tract he will not use the said name ‘Bankable’ as a trade-name or trade- 
mark in the sale or manufacture of goods of the character aforesaid or 
will he use said name in combination with any other words, figures, signs, 
or symbols as a part of a trade-name, trade-mark or device for the desig- 
nation of any brand of goods of the character aforesaid, and said first party 
further agrees on his part not to use the said name ‘Bankable’ as a trade- 
name nor with other words, figures, signs or symbols as a part of a 
trade-name for the designation of goods of the character aforesaid, as the 
agent of any other person, nor as a member of any copartnership, nor as 
the officer or agent of any corporation, nor will he become a stockholder 
in a corporation so using or attempting to use such name in such manner. 
* * * Said first party, however, reserves the right to use the said name 
‘Bankable’ upon cigars, cheroots and stogies, manufactured and sold by 
him for one year after this date to customers to whom he has heretofore 
sold such cigars, cheroots and stogies, but said first party shall neither 
acquire nor seek to acquire any new customers for such merchandise.” 


The second paragraph of the complaint is the same as the 
first paragraph, except that it relies on the negative covenants of 
that part of the contract quoted above. The third paragraph of 
complaint includes the substance of both the first and second para- 
graphs, and in addition thereto alleges facts with reference to the 
expenditure of money for advertising, which appellant contends cre- 
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ates an estoppel against appellee. The fifth paragraph of complaint 
includes the substance of the first and second paragraphs, but al- 
leges in addition that the agreement in question was made between 
the parties thereto for the purpose of determining and fixing their 
rights in the use of said trade-name. The sixth paragraph of com- 
plaint contains substantially the same facts as the preceding para- 
graphs, and in addition thereto certain facts as to conflicting rights 
and interests growing out of the use of the word “Bankable” by 
both parties, and alleges that the agreement in question was en- 
tered into for the purpose of avoiding such conflict and the confu- 
sion arising therefrom. 

It will be observed that the first paragraph of complaint pro- 
ceeds upon the theory that appellant purchased of appellee the 
trade-name “Bankable,”’ and it must be sustained, if at all, upon 
that theory. It is well settled that a trade-name, separated from 
the business to which it belongs and in which it is used, is not a 
species of property, and cannot be sold and transferred as such, but 
can only pass with some property or business with which the same 
has become identified. Rodseth v. Northwestern, etc., Wks., 129 
Minn. 472, 152 N. W. 885, Ann. Cas. 1917A, 257 [5 T. M. Rep. 
280]; Weener v. Brayton, 152 Mass. 101, 25 N. E. 46, 8 L. R. A. 
640; Witthaus v. Braun & Mattfeldt, 44 Md. 308, 22 Am. Rep. 
44; The Fair v. Jose Morales Co., 82 Ill. App. 499; Seabrook v. 
Grimes, 107 Md. 410, 68 Atl. 833; Skinner v. Oakes, 10 Mo. App. 
45; Jacoway v. Young, 228 Fed. 630, 143 C. C. A. 87 [6 T. M. 
Rep. 191]; Falk v. American, etc., Co., 180 N. Y. 445, 73 N. E. 
239,1 L. R. A. (N. S.) 704, 105 Am. St. Rep. 778, 2 Ann. Cas. 216. 
In the instant case it is not alleged that appellee sold or transferred 
anything to appellant, except the naked trade-name ‘“Bankable.” 
In view of this fact we are compelled to hold, under the rule stated, 
that the court did not err in sustaining appellee’s demurrer to said 
first paragraph. 

The second paragraph of complaint is based on an alleged 
violation of the negative covenants of that part of the contract 
in suit set out above, in which appellee promised, in effect, that 
after the date thereof, except in a limited way during the first year 
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thereafter, he would not use the name “Bankable’’ as a trade-name 
or trade-mark in the manufacture or sale of cigars, and would not 
use said name, in combination with any other words, figures, signs, 
or symbols, as a trade-name, trade-mark, or device for the designa- 
tion of any brand of cigars. Appellant contends that these cove- 
nants are valid and susceptible of separation from that part of the 
agreement with reference to the assignment and transfer of the 
trade-name “Bankable,” and hence the second paragraph of com- 
plaint is not subject to demurrer for want of facts. In this connec- 
tion we note that the law is well settled in this state that, where 
valid and invalid stipulations appear in the same contract, and 
such stipulations are susceptible of division or separation, the valid 
stipulations will be enforced. Pierce v. Pierce (1896), 17 Ind. App. 
107, 46 N. E. 480; Emshwiler v. Tyner (1898), 21 Ind. App. 347, 
52 N. E. 459, 69 Am. St. Rep. 360; Trentman v. Wahrenburq 
(1902), 30 Ind. App. 304, 65 N. E. 1057; Bundrant v. Boyce 
(1910), 47 Ind. App. 253, 91 N. E. 968, 92 N. E. 126; Wells v. 
Vandalia R. Co. (1913), 56 Ind. App. 211, 103 N. E. 860; Board, 
etc., v. Cincinnati, etc., Co. (1890), 128 Ind. 240, 27 N. E. 612, 12 
L. R. A. 502. An examination of the contract in suit discloses that 
the provision with reference to the assignment and transfer of the 
trade-name in question may be wholly eliminated, without in any 
way affecting the negative covenants on which the second para- 
graph of complaint is based. Under the allegations of said second 
paragraph, it was not necessary that appellant acquire of appellee 
any right to use the trade-name “Bankable’’ in the nine counties in 
question, in order to sell his cigars therein under such name. It 
served his purpose if he could induce appellee to forego his prior 
right to use such name in said territory, as he could then extend 
his right to use such name over the same, without conflicting with 
the prior right of appellee. The contract discloses that appellee 
agreed for a valuable consideration to forego such right. This left 
appellant free to sell his cigars in said territory under his trade- 
name. It cannot be said that in so doing appellant would be de- 
ceiving the public, as under the facts alleged he was not seeking to 
sell his cigars in said territory under the name of “Yost’s Bankable,” 
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but was selling the same therein under the name “Bankable’” in 
connection with his own name, N. N. Smith Company, to trade he 
had established therein by extensive advertising, which had resulted 
in said name becoming generally known in said nine counties, as 
the designation of cigars manufactured and sold by him. For the 
reasons stated we conclude the court erred in sustaining appellee’s 
demurrer to said second paragraph of complaint. 

The third paragraph of complaint is drawn on the theory of 
estoppel, but this doctrine is not applicable to the facts pleaded. 
To constitute a valid estoppel by conduct, there must be knowledge 
on the part of the party to be estopped, and want of knowledge 
on the part of the party relying upon an estoppel. Silver, Burdett 
cy Co. v. Indiana State Board, etc. (1904), 35 Ind. App. 438, 72 
N. E. 829. In the paragraph of complaint under consideration 
there are no allegations of facts which show either concealment or 
misrepresentation, or that there was knowledge on the one side and 
ignorance on the other. There was no error in sustaining appellee’s 
demurrer to said third paragraph of complaint. 

The theories of the fifth and sixth paragraphs of complaint are 
similar, although the facts relating to the conflicting rights and con- 
fusion of interests are more fully stated in the latter paragraph than 
in the former. They are each based on that part of the contract, 
in suit relating to the assignment and transfer of the trade-name 
‘“Bankable” by appellee to appellant and the former’s agreement 
not to use said name as a trade-name or trade-mark in the manu- 
facture and sale of cigars thereafter, as set out above. If said 
paragraphs were based solely on the provision with reference to 
the assignment and transfer of said trade-name, they would each 
be insufficient for reason hereinbefore stated; but, since they are 
based in part on the separate covenant not to use such trade-name 
for the manufacture and sale of cigars, which we have held to be 
valid, and separable from the provision with reference to the as- 
signment and transfer of the trade-name, they each state facts 
sufficient to state a cause of action on the theory of a settlement of 
conflicting interests, and a determination of future rights with ref- 
erence to the use of said trade-name in the nine counties in ques- 
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tion. We conclude that the court erred in sustaining the demurrer 
to each of said paragraphs. 

The judgment is reversed, with instructions to overrule appel- 
lee’s demurrer to the second, fifth, and sixth paragraphs of com- 
plaint, and for further proceedings consistent with this opinion. 





Grocers’ Suppty Co. vy. I. Renavup Co. 
(125 Northeastern Rep. 144) 


Supreme Judicial Court of Massachusetts 
November 26, 1919 


Trape-NamMes—INFRINGEMENT—Damaces aNpD Gross Proritrs RecoveRaBLe. 
Where defendant had sold goods under a trade-name to which 
plaintiff had an exclusive right, plaintiff could recover both damages 
and gross profits. To allow defendant to pay over simply net profits 
would permit it to take advantage of its own deliberate wrong. 
Defendant appeals from an interlocutory decree of the Su- 
perior Court of Bristol County overruling both parties’ exceptions ~*~ 
to the master’s report and confirming it as supplemented, and also 


from a final decree enjoining defendant. Decrees confirmed. 


Frank A. Pease, of Fall River, for appellant. 
A. G. Weeks, of Fall River, for appellee. 


Bratey, J.: It having been decided in Grocers’ Supply Co. v 
I. Renaud Co., 219 Mass. 576, 107 N. E. 389 [5 T. M. Rep. 41] that 
the plaintiff had acquired the exclusive right to make and vend in 
this commonwealth a bleaching and cleansing fluid under the trade- 
name of “Kormon” water and in connection with the sale to use a 
distinctive label, relief was granted enjoining the defendant from 
manufacturing and selling a similar fluid under the name adopted 
by the plaintiff and from putting it upon the market in bottles or 
other containers bearing a label of such similitude to the plaintiff's 
that the ordinary buyer would mistake the defendant’s for the plain- 
tiff’s product, and the case was referred to a special master “‘to find 





what profits and damages, if any, the plaintiff is entitled to.” The 
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defendant upon the coming in of the original and supplemental re- 
ports alleged exceptions which, having been overruled and a final 
decree entered for the plaintiff, it appealed to this court. 

While the former decision is decisive on the questions of lia- 
bility for infringement and diversion of profits, the defendant con- 
tends under the first exception that the master should have found 
that the plaintiff's conduct constituted such acquiescence as to pre- 
clude it from recovering profits during the period from March 1, 
1909, to March 26, 1915. It is settled that both damages and 
profits are recoverable, and the master expressly finds that there 
was no conduct on the part of the plaintiff which justified the de- 
fendant in believing that the plaintiff acquiesced in the manufacture 
and sale of the fluid under the name of “Kormon’” water or names 
similar thereto, “unless it was to justified as a matter of law by the 
facts I find and report herein.” The evidence is not reported and 
in so far as the question of waiver and acquiescence was one of fact 
the finding of the master is conclusive, and the facts found are not 
sufficient as matter of law to establish an abandonment by the plain- 
tiff of its rights for reasons stated in our former opinion. The 
first and second exceptions must be overruled. Regis v. Jaynes, 
191 Mass. 246, 77 N. E. 774; Reading Stove Works vy. S. M. Howes 
Co., 201 Mass. 437, 87 N. E. 751, 21 L. R. A. (N. S.) 979; Forster 
Mfg. Co. v. Cutter-Tower Co., 215 Mass. 1386, 101 N. E. 1083 [3 
T. M. Rep. 136}. 

Nor can the third exception, which is to the refusal of the 
master to find and rule that gross profits which the defendant re- 
ceived from certain sales should not be allowed, as only net profits 
were recoverable, be sustained. To allow the defendant, as now 
urged in argument, to charge upon the gross profits any share of its 
general operating expenses would be to permit it to take advantage 
of its own deliberate wrong when it intentionally palmed off its 
goods as having been made by the plaintiff. Regis v. Jaynes, 185 
Mass. 458, 462, 70 N. E. 480; Reading Stove Works v. S. M. Howes 
Co., 201 Mass. 437, 443, 87 N. E. 751, 21 L. R. A. (N. S.) 979, 
and cases cited. 
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The result is that, finding no error, the decrees are severally 
affirmed with costs of the appeal. 
Ordered accordingly. 


Tue N. K. Farrsank Company v. IMperiAL Cotrro Sates CoMPpANY 
(130 Ms. Dec. 297) 


Commissioner of Patents 
April 9, 1919 


Trape-Marks—Ricut or Owner oF Mark OriGInatep AND GIveN A MEAN- 
inc By Him to Prevent Its Recistration By Orners—“Corro- 

LENE.” 

The owner of a newly coined or adopted mark, like “Cottolene,” 
used upon a substitute for lard, may successfully oppose the regis- 
tration of the same mark for an animal feed. Cases like this are not 
to be decided upon a mere definition of classes of goods, but must turn 
upon the determination of the question whether the trade of the first 
user would be injured by the public’s being led to suppose that the 
product of the second registrant had the same origin or was in some 
way the same as the goods to which the mark was first applied. 

Archibald Cox and William G. Henderson, for The N. K. Fair- 
bank Company. 
Mason, Fenwick & Lawrence, for Imperial Cotto Sales Com- 


pany. 


Cray, A. C.: The N. K. Fairbank Company appeals from a 
dismissal of its opposition to the registration of “Cottolene” as a 
trade-mark for an animal feed meal made principally of cotton-seed, 
the opposer having previously used it as a mark for a human food 
product, sometimes called a lard substitute, and apparently made 
from cotton-seed oil and stearin. 

“Cottolene” is a very old mark and its meaning so well es- 
tablished that it is defined in Webster’s Dictionary (edition of 
1910) as “a product from cotton-seed used as a lard.” It is clear 
that it is a valid and valuable trade-mark and is a sign of an ex- 
tensive and valuable good-will. It is contended that in the public 
mind it would be, if found upon a stock feed, taken to indicate that 
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the stock feed originated with the opposer, well known to be the 
producer of “Cottolene,” and it is charged that the applicant ob- 
viously intends to trade upon the reputation of the opposer. The 
examiner dismissed the opposition on the basis of these respective 
goods being different, and said: 

“The question of likelihood of confusion in trade seems to turn solely 
on the nature of the goods.” 

It leads to error to state the issue in this narrow way, for there 
are cases of confusion of goods and there are cases where, without 
any confusion of goods themselves, there is confusion of reputa- 
tions. Moreover, the “‘goods of the same class,” or “‘goods of the 
same descriptive properties,” referred to in the Statute (sections 
5 and 6), will have a narrow or broad meaning according to the 
circumstances of each case. Clearly, it could not be held that 
“Cottolene” and stock feed meal are competing goods; and the 
question seems to be whether the opposer will be injured by regis- 
tration of its mark for non-competing goods, only remotely similar 
to its own goods, but of an inferior class. Section 6 of the Statute 
provides for opposition by any person who believes he would be 
“damaged” by the registration, in no wise specifying any particular 
kind or degree of damage. Section 7 provides that the examiner 
shall “determine the question of the right of registration and of the 
sufficiency of the objections’ to registration, without any limit as 
to the scope of the inquiry. The question whether the Fairbank 
Company would be damaged by the registration of the mark “Cot- 
tolene” for stock feed, must turn upon the scope of the Fairbank 
Company’s trade-mark rights, and although the statute uses the 
term “damage,” and not the term “injury,” as in respect to can- 
cellation proceedings (section 13), it is clear that the Fairbank 
Company could only object to the registration if it should establish 
a prima facie right adverse to it, or which would invade its trade- 
mark rights. In short, it must be determined how far the Fairbank 
Company is entitled to monopolize the term “Cottolene” as a trade- 
mark. These questions cannot be decided upon any clear definition 
of a class of goods. The class “Food Products,” for example, would 
literally include everything from butter to baled hay, and yet there 
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could be no confusion between these goods, nor between the pro- 
ducers of such goods. Goods as closely similar as ice cream and 
milk (Borden Ice Cream Co. v. Borden’s Condensed Milk Co., 201 
Fed. Rep. 510) or butter and cheese (Lawrence v. P. E. Sharp- 
less Co., 203 Fed. Rep. 762 [3 T. M. Rep. 211]) have been held 
to be goods of different classes or different descriptive properties, 
there being no confusion in trade. On the other hand, goods as 
widely different as pan-cake flour and syrup have been held to be 
goods of the same class, in the sense that there might be confusion 
as to the origin of the goods. (Aunt Jemima Mills Co. v. Rigney 
& Co., 247 Fed. Rep. 407 [8 T. M. Rep. 163]). * * * (Penin- 
sular Chemical Co. v. Levinson, 247 Fed Rep. 658 [8 T. M. Rep. 
171]). 

Where the circumstances are such that the public might sup- 
pose that gas mantles marked “Mazda” were produced by the maker 
of “Mazda” electric lamps, the latter may successfully oppose the 
registration of that trade-mark to the former (Anglo-American 
Incandescent Light Co. v. Gen. Elec. Co., 43 App. D. C. 385, 215 O. 
G. 325 [5 T. M. Rep. 330]). The criterion is not merely whether the 
goods are competing. In Muralo Co. v. National Lead Co., 36 App. 
D. C. 541, 165 O. G. 475 [1 T. M. Rep. 50] the same court had held 
that the owner of the “Dutch Boy” trade-mark for white lead could 
not prevent the registration to another of a similar mark for calci- 
mine, because it was not likely to be supposed that calcimine and 
white lead originated with the same trader, and it was not apparent 
how the owner of the older trade-mark would be injured. Neither 
in this case nor in Quaker Oats Co. v. Mother’s Macaroni Company, 
41 App. D. C., 254, 198 O. G. 899 [4 T. M. Rep. 73], where the 
court approved the Commissioner’s holding that no confusion would 
result from using the same mark (Mother’s) respectively on maca- 
roni and oatmeal, was there any discussion of or apparent occasion 
to consider, whether a trader’s reputation might be injured otherwise 
than by confusion as between competing lines of goods. In the 
Aunt Jemima case, above referred to, the court below had held that 
there was no trade-mark infringement, or unfair competition or 
injury proven, notwithstanding it was clear to the court that the 
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defendant, by use of the Aunt Jemima flour mark on syrup, was 
intimating to the public that the goods were made by the plaintiff. 
He apparently thought it was clear that this was a wrong which the 
court could not correct by injunction; but the appellate court seems 
to have considered that the plaintiff had a property right in its 
reputation and held that there should have been an injunction be- 
cause the public might have supposed the defendant’s syrup to have 
been made by the plaintiff. 

The question whether the owner of a trade-mark is injured 
or damaged by another’s use of it or non-competing goods of an 
inferior class does not seem to have been passed upon. It may 
well be that if one chose to employ the term “Cottolene”’ as a trade- 
mark for ice cream, he would not damage the Fairbank Company, 
whether or not the public might suppose that the ice cream was 
made by the Fairbank Co. On the other hand, if one used the mark 
“Cottolene” on a fertilizer, or even on shoe-blacking, I am inclined 
to think this would be a damage to the Fairbank Co., and perhaps 
even if the public would not be led to suppose the Fairbank Com- 
pany was the maker of the fertilizer or the shoe-blacking. In the 
illuminating decision in Celluloid Mfg. Co. v. Read, 47 Fed. Rep. 
712, wherein, although it was said that another had no right to use 
the mark “Celluloid” on any goods where the use of the goods 
might “‘create the impression that the goods exhibited for sale are 
the product of that other person’s manufacture,” the plaintiff was 
denied relief because no injury would result from another’s calling 
his starch “Celluloid” starch. I think it is a reasonable implica- 
tion that if there had been in any way an injury, the injunction 
would have issued. If, for example, “Celluloid” had been a well- 
known name for an ice cream, I believe the court would have en- 
joined its use on corn starch. 

The owner of the mark “Omega Oil” for a curative liniment 
succeeded in enjoining the use of the term “Omega Oil’ on soap, 
the court saying: 


“I am satisfied from the proofs here submitted that the articles, i. e., 
liniment and soap, are not of such a different character as will permit 
the defendants the use of the name created and made valuable by the 
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plaintiff” (Omega Oil Co. v. Weschler, 1901, 35 Mise. Reports (N. Y.) 
441; 71 N. Y. Sup. 983). 

It is a pretty wide classification that will include liniment and 
soap, and I am inclined to think that even if the defendant had used 
this mark on kerosene, he would still have been enjoined, perhaps 
because it would injure the reputation of “Omega Oil’ liniment to 
have another leading the public to suppose that Omega Oil was noth- 
ing but kerosene. 

However this may be, it is not here necessary to decide whether 
the Fairbank Company would be damaged by the use of its mark 
on a widely different class of goods of an inferior order, whereby 
the reputation of the opposer’s goods might be indirectly injured. 
The goods of the parties are sufficiently near. alike to make it possi- 
ble for the public to suppose they originated from the same trader, 
and I think the opposer has such a well established and compre- 
hensive trade-mark right that it may properly oppose the registra- 
tion of its mark for any goods, the use of which would in any way 
injure its trade or prevent its exclusive enjoyment of its reputation. 
The case is not closely parallel with any decided case. But I think 
it was plainly the intent of the statute, not only to protect the pub- 
lic from confusion as to the origin of the goods, but also to protect 
the trader in the full enjoyment of his trade-mark right, and pre- 
vent any sort of injury to his reputation for a particular brand of 
goods; certainly so, when the opposer’s trade may be injured by 
the public’s being led to suppose that “Cottolene” human food either 
had the same origin or in some way was the same thing as ‘“‘Cotto- 
lene’ stock feed. Even if the damage arose from reflections on 
the character of “Cottolene,” and possibly cultivating a feeling of 
disgust for it, that would be sufficient to sustain the opposition. The 
fact that the registrant apparently has deliberately adopted a mark 
already widely and favorably known as the name of a human food 
product, in order to profit by the reputation of that product, is 
another consideration in favor of refusing registration, even if that 
fact alone is not shown to have damaged the opposer. 

It should be said that there is no evidence of any reason to 
suppose that, as trade is now carried on, a maker of “Cottolene” 
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does, as a matter of fact, make stock feed of cotton-seed. It is 
probable that the two trades are quite distinct. Nevertheless, the 
fact that the public might suppose that the same trader made both 
goods, added to the fact that there is obvious injury in such a use 
of the “Cottolene” mark as to suggest that ‘“Cottolene” was cheaper 
stuff, is sufficient. 

The ruling of the examiner is, therefore, reversed and regis- 
tration refused to the Imperial Cotto Sales Company. 


Tue N. K. Farrpank Company v. INTERSTATE CotTron OIL 


REFINING CoMPANY 
(130 Ms. Dec. 306) 


Commissioner of Patents 


April 9, 1919 


Trape-Marxks—Apoprion or Worp Arreapy Usep anp Possessinc INHERENT 

Meantnc—Mownopory or Ipca—“Puoese Snow.” 

One who, in adopting his mark, has merely added one more use 
to a word already used and possessing an inherent meaning, cannot 
monopolize the general idea conveyed by such a word. Thus, the 
rights of a manufacturer who had applied the terms “Snow” and “Snow 
White” to shortening would not be invaded by the registration of 
“Phoebe Snow” to another for the same goods, opposition by such man- 
ufacturer amounting to a claim of monopoly of the word “Snow” to 
express the idea of whiteness and purity. 

Cray, A. C.: The N. K. Fairbank Company appeals from a 
dismissal of its opposition to the registration of the term “Phoebe 
Snow” as a trade-mark for a shortening compound made of cotton- 
seed oil and stearin, the opposer having previously used for the 
same goods the terms “Snow” and “Snow White.” The examiner 
considered that the respective marks of the parties were not suffi- 
ciently similar to make confusion likely. 

The applicant took no proofs and relies on its record date. The 
proofs by the opposer consist in the testimony of Sackett, general 
sales manager, who had been with the Fairbank Company about 
eighteen years and, of course, spoke on hearsay as to everything 
before that time. He apparently shows that the opposer used the 
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mark “Snow White’ for about twelve years, and perhaps at one 
time used “Snow” only, but he does not know whether it is now used. 
This use was contemporaneous with the use of “Snow Drift” on 
competing goods by another trader, with some resulting confusion. 
Sackett substantially says that the mark was intended to describe 
the whiteness and purity of the goods. It appears that the opposer 
registered “Snow” for lard on December 9, 1884 (No. 11,773), and 
“Snow White” for the lard substitute of cotton-seed oil and stearin 
on February 23, 1915 (No. 102,744). The opposer’s proofs aré 
very meagre and unsatisfactory, but they show prior use on the 
same goods of a mark which is similar to the applicant’s mark in 
the matter of significance and in the use of the word “Snow.” 
“Phoebe Snow” is similar to “Snow White” only because, and in 
so far as, it indicates purity or whiteness or cleanliness. The 
opposer has no complaint of imitation of its mark because of de- 
scriptiveness, for in so far as it is descriptive, the opposer has 
no right to it. 

One who has a well established right, broadly, to a newly in- 
vented or newly adapted and adopted mark, should be protected 
in it fully. In the companion case of Fairbank Company v. Impe- 
rial Cotto Sales Company (10 T. M. Rep. 42), decided today, it has 
been ruled that the owner of the mark “Cottolene” for a shortening 
could prevent the registration of the same mark for stock feed made 
of cotton-seed, even though the shortening and the stock feed are 
non-competing goods. This was on the ground that the later regis- 
tration would interfere with the owner’s enjoyment of his reputation 
for ‘“Cottolene” by leading the public to suppose that it was in 
some way the same thing, or had the same origin, as the stock feed. 
But he who, instead of taking a new mark and creating a meaning 
for it, merely adds one more use to an already used mark having 
an inherent significance, is in no such equitable position. Not only 
are “Snow” and “Snow White’’ common and well understood ex- 
pressions for purity or cleanliness, but various traders have used 
these terms, or something like them, as trade-marks for goods of 
similar class. For example: “Snow Flake” for crackers (No. 8,884, 


November 29, 1881, and see Larabee v. Lewis, 67 Georgia 562, 
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1881). There was “Snow Drop” for flour (No. 15,667, July 10, 
1888, alleged to have used since 1866), and there was “Snow 
Drift” for lard itself (No. 18,984, February 10, 1891, alleged to 
have been used since 1887). 

Objection to the registration of “Phoebe Snow” amounts to 
claiming a monopoly of the use of the word “Snow” to express the 
idea of whiteness and purity. It cannot be sustained. “Phoebe 
Snow” is the name of an imaginary person. In the opposer’s brief 
it is said: 

“*Phoebe Snow,’ which has been popularized by a railroad as a fanci- 
ful way of suggesting cleanliness or freedom from dust or dirt, when 


applied to a shortening, carries the same suggestion as ‘Snow White,’ and 
in so far as the mark sought to be registered consists of ‘Snow,’ it is 


,¢ 


identical with opposer’s registered mark ‘Snow’. 

I consider the most prominent part of the term “Phoebe Snow” 
to be “Phoebe” and not “Snow,” and I think the public will not 
be misled. But even if the public should be misled, this is the re- 
sult of the opposer’s using a mark which is composed in part of 
an ordinary word of description. If the applicant’s name were 
“Phoebe White,” the opposer could hardly object on the basis of 
a claim of monopoly of the word “White” to describe shortening. 
The question whether the opposer’s marks are good marks is not 
before me, for the opposition is based upon use, which is clearly 
proven. But there could be no damage to the opposer in any legal 
sense, unless its rights were invaded. 

The ruling of the examiner is sustained, and the opposition is 
dismissed. 


[Nore: The two decisions of the Commissioner of Patents reported 
above should be compared with the case of R. H. Macy v. New York 
Grocery Co., 9 T. M. Rep. 307.] 


DECISIONS OF THE COMMISSIONER OF PATENTS 
Opposition 
Wuireneap, A. C.: A motion to dismiss was filed, based on 
the ground that the goods of the applicant and the goods of the 
opposer were of same descriptive properties. This motion was de- 


nied by the examiner of interferences on the ground that it was 
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believed that testimony would be helpful ‘‘for the purpose of show- 
ing the significance to the purchasers of the goods of the parties 
with the marks involved herein affixed thereto.” Thereafter, a mo- 
tion was filed asking that the opposition be transmitted to the 
examiner of trade-marks and the application for registration re- 
jected, in view of certain prior registrations. The registrations 
are the same as those set up in the notice of opposition and alleged 
to be owned by the opposer. 

The examiner of interferences had already passed upon this 
question, and there is no reason whatever, therefore, for referring 
the case to the examiner of trade-marks. Whether or not these 
goods are of the same descriptive properties is the question to be 
determined in the opposition. As pointed out in the case of Wm. 
A. Combs Milling Co. v. The Dewey Bros. Co., 171 O. G. 743 
[1 T. M. Rep. 301], after an opposition is formally instituted it 
should not be terminated without a formal order sustaining or dis- 
missing it.* 

Petitions 


Newton, C.: When a question is one of merits, it is review- 
able on appeal, and not by petition.” 

Newton, C.: A petition in cancellation proceedings will be 
dismissed, where it does not appear that petitioner was a party 
to the proceedings.® 

Wuirteneap, A. C.: A petition has been filed asking that a 
substituted answer be held evasive and that a decree pro confesso 
be entered. The examiner of interferences has allowed twenty days 
in which to file an answer to the amended petition. The case is 
within the jurisdiction of the examiner of interferences, and there 
is no reason for filing this petition before the Commissioner. The 
practice in a cancellation proceeding follows that of equity courts, 
and petitioner can take such action as it may under the equity rules.* 


1Magic-Keller Soap Works v. Magic Mfg. Co., 131 Ms. Dec. 483, 
August 5, 1919. 

*Ex parte, The United Kingdom Tobacco Co., Ltd., 132 Ms. Dec. 58, 
September 4, 1919. 

*U. S. Tire Co. v. Sternberg, 132 Ms. Dec. 80, September 8, 1919. 

*A. Bourjois & Co., Inc., v. M. Tecla & Co., 132 Ms. Dec. 123, Septem- 
ber 23, 1919. 
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WuitenHeap, A. C.: As this petition is not accompanied by an 
amendment, it cannot be granted, the office having no authority to 
keep a case pending to wait applicant’s pleasure in taking action. 
The petition is denied without prejudice, subject to its prompt re- 
newal accompanied by action such as the condition of the case 
requires.° 

Newton, C.: A petition has been filed accompanied by a 
verified showing, requesting that jurisdiction be restored to the 
examiner of interferences, to consider the question of allowing pe- 
titioners to file an appeal, the limit of appeal set by the examiner 
having expired. The petition not being accompanied by an appeal 
nor by proof of service, is dismissed.°® 

Newton, C.: The sufficiency of a showing is a question of 


merits to be considered on appeal and not on petition.‘ 
Remedy Upon Rejection 


WuitEHEap, A. C.: The examiner should have answered the 
attorney's question whether he would waive his rejection if a dis- 
claimer were made of the words “Very” and “Thin,” except as 
shown in the mark. He had, however, fully stated why he regarded 
the mark as descriptive and therefore unregistrable, and had made 
his rejection final. If the attorney were still of the opinion that 
his mark was registrable, his proper remedy was by appeal. If 
such appeal is filed, the question of revival will be further con- 


sidered.® 
Renewal 


Wuiteneap, A. C.: A renewal of the mark in question has 
been refused on the ground that there was nothing in the record 
that the parties filing the petition were the owners of the mark. 
On December 20, 1917, an affidavit had been filed setting up the 


° Ex parte, Vitanola Talking Machine Co., 132 Ms. Dec. 150, September 
26, 1919. 

*Touris & Touris v. Aspegren & Co., et al., 182 Ms. Dec. 205, October, 
1919. 

*Ex parte, The United Kingdom Tobacco Co., 132 Ms. Dec. 207, Oc- 
tober 3, 1919. 
* Ex parte, Remington Typewriter Co., 131 Ms. Dec., 265, July 3, 1919. 
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transfers by which petitioner became owner. This paper was re- 
turned by the Assignment Division as not being properly worded, 
although a letter to the Patent Office stated that the affidavit was to 
be used as proof of the right of the petitioner to apply for renewal. 
Held, that if the affidavit was not recordable, it should have been 
placed in the file with the application. Now directed that the paper 
be entered and renewal granted, if otherwise allowable, the affidavit 
as to the title being considered sufficient to warrant petitioner in 
filing the petition of renewal. 

If other registrations are in the same states as this, the ex- 
aminer of trade-marks is directed to reconsider the refusal of the 
petition in those cases, making a note therein that the proof of 
petitioner’s title may be found in this application.® 


On What Trade-Mark May Be Used 


Cray, A. C.: Rehearing is denied in a case where an alleged 
trade-mark for paper, envelopes and stationery, consisting of ap- 
plicant’s name between two concentric eclipses, was not a trade- 
mark at all [9 T. M. Rep. 326]. None of the articles referred to 
are considered as goods in commerce, their use not being general, 
but confined to customers who buy them only for use in connection 
with the business of the bank.*® 


Rehearing 


Newton, C.: A petition for rehearing is denied in the case 
of Procter & Gamble Co. v. Euey Shortening Co., 180 Ms. Dec. 
217 [9 T. M. Rep. 319]. The request was made in view of the 
death of the Assistant Commissioner, being based on the ground 
that Procter & Gamble Co. had construed what the Assistant Com- 
missioner said relative to the registration of “Crisco,” notwith- 
standing the prior registration of “Crispene,” as founded on a mis- 
taken assumption that there was no opposition by the owner of 
the “Crispene’” mark. Whether there was opposition or not, the 


* Ex parte, H. & G. Klotz & Co., 131 Ms. Dec. 164, June 12, 1919. 
Ex parte, Third National Bank of St. Louis, 180 Ms. Dec. 339, 
April 15, 1919. 
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record shows that the present petitioner argued that there was 
no infringement of “Crispene” by “Crisco.” This being true, the 
fact that there was opposition by the “Crispene’’ owner and the 
opposition was settled, does not free this case from the implication 
that might be deduced from this fact, that the petitioner has con- 
tended for the allowance of ‘Crisco,’ notwithstanding the prior 
registration of “Crispene.””*’ 

Wuireneap, A. C.: Petition for rehearing is denied in the 
case of Denver Gas & Electric Light Co. v. Alexander Lumber Co.’* 


Reinstatement 


Newton, C.: A motion made to reinstate an interference 
filed March 8, 1918, is denied without prejudice. In order to re- 
declare the interference, the applicant must take ez parte action 
on his application. The paper filed in support of his motion is 
therefore transferred to the application and the case remanded to 
the examiner of trade-marks for such further action as the case 
requires.** 


Similar Goods 


Newton, C.: It is a question whether, where one party has 
an application for the registration of “Indestructo” for poplin in 
the piece, there would not be sufficient injury to oppose the regis- 
tration of “Indestructo” for voiles in the piece. This distinguishes 
this case from Underwood Typewriter C. v. A. B. Dick Co., 163 
O. G. 730; 836 App. D. C. 175 [1 T. M. Rep. 35]. The case should 


go to the proofs, as usual.** 
Ten-Year Clause 


NewrTon,C.: Registration under the ten-year clause was prop- 
erly refused for “American Book’’ for printing and writing paper, 


“ Procter & Gamble Co. v. Euey Shortening Co., 131 Ms. Dec. 4, May 
14, 1919. 

™ Denver Gas. & Elec. Light Co. v. Alexander Lumber Co., 131 Ms. 
Dec. 70, May 27, 1919. Request for new ruling denied, 131 Ms. Dec. 106, 
June 2, 1919. 

3 Permutt Co. v. Menzies, 181 Ms. Dec. 76, May 28, 1919. 

41. D. Wolfson, Inc., v. Mallinson, 132 Ms. Dec. 250, October 7, 1919. 
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in view of prior registration to the American Writing Paper Co. 
covering the word “American” for writing paper. See Haas Lieber 
Grocery Co., 94 Ms. Dec. 476 (““American” and “American Lady’’) ; 
The E. A. Bouer Co., 116 Ms. Dec. 20 [5 T. M. Rep. 115] (‘‘Fed- 
eral” and “Federal Reserve” for writing paper) ; New Home Sewing 
Machine Co. v. Bloomingdale, et al., 59 Fed. Rep. 284 (“Home’”’ 
and “Home Delight’); Griggs, Cooper & Co. v. Federal Coffee 
Mills Co., 240 O. G. 338 [7 T. M. Rep. 281] (“Home” and “Home 
Pride”); Griggs, Cooper & Co. v. Erie Preserving Co., 131 Fed. 
Rep. 359 (““Home” and “Home Comfort’). 

Applicant argues in effect that inasmuch as “American” is so 
geographically objectionable that, even though it was registered 
under the ten-year clause, it should be strictly construed to cover 
only “American,” and, as it uses “American Bank” and not “Ameri- 
can” alone, its mark should be registered. But this reasoning is not 
convincing. ‘American’ is a prominent feature of both applicant's 
and the registered marks, and if registrable under the ten-year 
clause of the statute, it should be given the same construction as 
if it were arbitrary and registered as a technical trade-mark without 
reference to the ten-year clause proviso.*® 


Trade-Mark Use 


Wuireneap, A. C.: Registration was properly refused the 
Sunbeam Chemical Company for its mark “Alladin,” to be used on 
dyes combined with soaps. Use was alleged from September 15. 
1917. The evidence shows that the opposer, who seeks registra- 
tion of the same mark for similar goods, made actual interstate 
shipment in the latter part of 1917. After the opposer had proved 
such sales of the goods bearing the mark in question, it was incum- 
bent upon the Sunbeam Chemical Co., in order to prevail, to es- 
tablish a prior adoption and use of the mark by bona fide sales of 
the goods with the mark thereon. The fact that a hundred cakes 
of soap were merely shipped to the New York office was not such 


trade-mark use as would support registration.*® 


* Ex parte, Whiting-Plover Paper Co., 130 Ms. Dec. 426, April 23, 1919. 
% Robinson v. Sunbeam Chemical Co., 131 Ms. Dec. 149, June 9, 1919. 
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“Unavoidable Delay” 


Newton, C.: Where, after rehearing upon denial of its appli- 
cation had been refused, applicant took no action for over thirteen 
months, and then filed a paper asking for reconsideration, but the 
Patent Office appears not to have answered, and the applicant is 
anxious to go into foreign commerce, it is held that the delay is 





unavoidable in the sense used in the abandonment statute, and the 





application should be revived.*’ 





What May Be a Trade-Mark 











Newton, C.: Application is made to register as a trade-mark 
for tires ‘‘a black thread, gray streak, and another black zone ex- 
; tending to the inner periphery of the tire.” It is so common with 
rubber-tire manufacturers to make their tires of different colors, 
some divided into zones, half of one color and half of another, and 
the like, that it is doubtful if tire users would accept applicant's 
mark as a trade-mark denoting origin. Goodyear Tire & Rubber 
Co. v. Firestone Tire & Rubber Co., 240 O. G. 641 [7 T. M. Rep. 
+01], followed, unless applicant can show that the trade has ac- 





cepted its mark as a distinguishing mark of origin.** 

Newton, C.: “Vertical black and white stripes located on the 
side walls of the box or carton in which the goods are sold” are not 
registrable as a trade-mark for face powder. The dress or orna- 
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mentation of a box or package resulting from the use of colors, or, 
as it is sometimes denominated, its “color scheme,” should not be 
registered as a trade-mark. The public should be left to choose 
any color or color scheme for its packages or cartons that it may 
desire. If one applicant could monopolize black and white stripes, 
another pink stripes, another a blue color, etc., it would soon limit 
the public to but few colors to choose from, and this has been held 
to be against public policy, it being too great a handicap upon the 
public for the benefit of the individual. (Cites Ex parte, Barrett 

” Ex parte, A. J. Krank Mfg. Co., 132 Ms. Dec. 275, October 13, 1919. 


* Ex parte, Goodyear Tire & Rubber Co., 131 Ms. Dec. 203, June 20, 
1919. 
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Mfg. Co., 125 Ms. Dec. 437 [8 T. M. Rep. 236]; affirmed (D. C. 
C. of A.) 262 O. G. 167 [9 T. M. Rep. 227]).° 

Newton, C.: Registration is refused of a mark described as 
“a succession of spots upon an undyed braided cotton cord, the 
spots being lozenge-shaped and arranged spirally about the cord,’ 
to be applied to “braided cotton cord.” Application is made under 
the ten-year clause. Opponents, the Puritan Cordage Mills, main- 
tain that the spots are decorative in character and would be so 
understood by the trade, and that the applicant, the Samson Cordage 
Works, did not have exclusive use of the decorative braiding process 
for ten years prior to February 20, 1905, as required by the statute. 
They submitted several varieties of cords made within that time 
and prior thereto, showing colored strands worked or braided into 
them in various ways. 

Applicants contend that the cords exhibited were not of the 
same class of goods as their sash cord, and sought to amend their 
application so as to limit it to sash. But this could not be done 
at this stage of the case. The opposition must be decided on the 
pleadings and proofs as they are. It is held that applicant did not 
have exclusive use of the so-called mark for ten years prior to Feb- 
ruary 20, 1905. Furthermore, the mark should not be registered 
for reasons stated in Leschen & Sons Rope Co. v. Broderick, 201 
U.S. 166. 

True, the Court of Appeals has enjoined the Puritan Cordage 
Mills from copying the sash cord of the applicant (211 Fed. Rep. 
603 [4 T. M. Rep. 225]; 241 Fed. Rep. 671). But that was not 
on the ground that applicant had a valid trade-mark. The facts 
in the litigation clearly indicate that it had no technical trade-mark, 
the injunction being based purely upon the ground of unfair com- 
petition. Whether or not applicant is entitled to a limited trade- 
mark for its particular goods need not be passed on at present.*° 

Newton, C.: The examiner of trade-marks refused regis- 
tration of the back and front of a medal connected by a bar, with 
the picture of a bird in flight between the reverse and obverse sides, 


* Ex parte, Henry Tetlow Co., 131 Ms. Dec. 439, August 7, 1919. 
* Puritan Cordage Mills v. Samson Cordage Works, 132 Ms. Dec. 7, 
August 16, 1919. 
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intended to be used as a trade-mark for hats and caps. The ex- 
aminer held that the applicant was not entitled to the exclusive use 
of the representation of a medal, even of the specific character 
shown; for although he may have actually obtained this medal, he 
could not claim such use if an identical or similar medal should be 
awarded to another. It was held also that the medal was intended 
to indicate to the public that the goods were of excellent quality, 
which is a statement that everyone else may make with reference to 
his product, if he can do so truthfully (In re Meyer Bros. Coffee 
& Spice Co., 179 O. G. 579 [2 T. M. Rep. 305]; Ex parte, Bissell 
Carpet Sweeper Co., 104 O. G. 2149; Ex parte, Dorothy Dodd 
Shoe Co., 114 Ms. Dec. 191). 

It is true that no one is entitled broadly to monopolize the idea 
that a medal has been awarded to him for the excellence of his 
goods. But that is a different case from that of applicant, who 
seeks only to register the exact representation of the medal re- 
ceived by it. The likelihood of anyone else’s obtaining the identical 
medal is so remote that it is believed that applicant’s mark may 
safely be registered to cover the field implied by registration.** 


Who May Register Trade-Mark 


Newton, C.: Only the owner of a trade-mark can register it 
(Ex parte, Willard Chemical Co., 107 O. G. 1972; Strawn v. On- 
tario Cucamongo Fruit Exchange, 184 O. G. 551 [2 T. M. Rep. 
386]. 


Words Terminating in “-Ola” 


Wuiteneap, A. C.: Registration of the word “Steinola” as 
a trade-mark for phonographs and talking machines was properly 
refused upon the opposition of Steinway & Sons, who maintain that, 
since they have for many years been manufacturers of high-grade 
pianos, anyone seeing “Steinola’’ on phonographs would be led to 
believe that they were the product of Steinway & Sons (Thomas 
Mfg. Co. v. Aeolian Co., 249 O. G. 505; 47 App. D. C. 376 [8 T. M. 


* Ex parte, John B. Stetson Co., 132 Ms. Dec. 247, October 6, 1919. 
“Ex parte, Gorman Shoe Co., 132 Ms. Dec. 52, September 3, 1919. 
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Rep. 151]). The use of the termination “-ola’” in names of phono- 
graphs being common, as “Victrola” and “Graphanola,” it appears 
obvious that anyone seeing “Steinola” would believe it to be a 
product of Steinway & Sons, in view of the latter’s reputation as 
the manufacturers of pianos.** 


* Ex parte, Steinola Co., 131 Ms. Dec. 180, June 19, 1919. 
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